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Scanning Controllership Scene 








Wage-Hour Law Problems 

Mr. Carroll R. Daugherty, chief economist of the 
Wages and Hours Division of the Department of Labor, 
who addressed the members of The Controllers Institute 
of America and their guests in their recent meeting in 
New York, made a favorable impression on his audience 
in describing the conditions which existed at that mo- 
ment with respect to development of regulations for ad- 
ministration of the Fair Labor Standards Act. He was 
professor of Labor Economics at the University of 
Pittsburgh. He was connected with the Minimum Wage 
Law Administration of the Commonwealth of Pennsyl- 
vania. He is connected with the Bureau of Labor Sta- 
tistics. He handled the labor question in connection with 
the study of the iron and steel industry of the United 
States. He is the author of college text books on labor 
problems in American industry. 
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Controllers Invited To Assist 

The invitation to controllers extended by Mr. Daugherty, to ask 
questions and make specific inquiries concerning points which have 
arisen in their minds, after careful reading of the law, as to the 
Act's application. to their own particular companies and industries, 
presents another opportunity for controllers to be of real help to the 
administration. Their questions will indicate to the Wage-Hour 
Administration just what points must be covered in the regulations. 
Controllers have responded promptly and freely to such requests 
in the past, notably in the cases of the Securities Exchange Act and 
the Social Security Act. Intelligent questions propounded now will 
be really helpful to the Administrator, and may bring prompt 
decisions, incorporated in. the regulations. Many such questions 
were asked of Mr. Daugherty in the recent meeting of controllers. 
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The Wage-Hour Administration has not reached decisions with 
respect to many important matters which must be settled in ad- 
vance of the effective date of the law, October 24. Mr. Daugh- 
erty did not hesitate to say so. 
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Proper Position in Management 

Mr. Roscoe Seybold, newly elected president of The 
Controllers Institute of America, inspired his hearers in 
his acceptance speech with a widened vision of the op- 
portunities and responsibilities of controllers. He held 
that the controller must “take a proper and important 
position in the management of a corporation, function- 
ing so as to provide the other divisions of the business 
enterprise with those facts, estimates and analyses which 
are essential to policy decisions.” That is the trend—a 
marked trend. It is well to have it emphasized. Mr. Sey- 
bold’s tabulation of opportunities for service immediately 
confronting the controller is well worth studying. 
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Mr. Patterson Is Correct 
“The implosion of our economic activity is reflected in the 
balance sheet of every unit in an. industry,” said Assistant Secretar) 


of Commerce Richard C. Patterson, Jr., addressing the controllers 
in their recent seventh annual national assemblage, thereby sending 
a few of them at least, including the writer, to their dictionaries. 
Mr. Patterson is correct. It means a bursting within, a collapse, 
and it is apparent that Washington is fully aware of what has 
happened, and has expressed it simply and accurately. 
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Calculating Inventory Values 
“Practically useless’ was the term applied to the 
amendment contained in the Federal Revenue Act of 
1938 to Section 22 (d), relating to the method of tak- 
ing inventories, by Ellsworth C. Alvord, attorney, of 
Washington, D. C., in addressing the recent annual 
meeting of controllers. Mr. Alvord pointed out that this 
amendment was so narrowly drafted that it accomplishes 
nothing, yet it portends a major change in the policy of 
the Treasury Department affecting many processors of 
basic raw materials. It is a question of whether or not 
inventory fluctuations shall be included in taxable in- 
come. It looks as though the Treasury Department is 
about ready to make it possible to exclude them—a step 
which will be of great importance to business. Mr. 
Alvord’s clear presentation of this subject will appear in 

the November issue of this publication. 
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Mr. E. Stewart Freeman's review in this issue of “The Cost 
Principle in Minimum Price Regulation” is worth careful reading. 
He warns against “blighting the development of the science of 
cost accounting.” 


Said Thomas Tarleau, legislative counsel of the Treasury De- 
partment, speaking on Federal Taxation to the recent controllers’ 
meeting: “It is desirable to have some machinery for enabling 
taxpayers to estimate their tax liabilities in advance, so that busi- 
ness transactions may pursue their normal course.” It is pleasing 
to know that the officials of the Treasury Department are work- 
ing along those lines. Mr. Tarleau’s address is due to appear in 
the November issue of this magazine. 
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The conference group sessions devoted to discussion 
of Inventory Valuation Policies, Depreciation Policies, 
Reports to Executives, Directors and Management, and 
Employee Cooperative Insurance Plans, produced tech- 


nical matter in great volume. All of this material is of 
immediate use and value to controllers and financial off- 
cers. It will be made available to them as promptly as 
possible. The complete record will appear in the next 
Year Book of The Institute, publication of which will 
be made as early as practicable. 
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Budgeting was not included among the subjects set up for 
consideration at the recent national assemblage of controllers, 
but readers of this number of ‘The Controller” will find a paper 
on that subject by Past President Henry C. Perry of The Institute 
which can be read with profit by controllers generally. It is a 
concise and comprehensive contribution to the writings on this 
subject. 





When You Ace Asked to. Recommend 


im help you in making suggestions, when asked by 
employees or by personal acquaintances to suggest a 


plan of accounting training, your attention is called to 


the educational organi- 
zation of the Interna- 
tional Accountants So- 
ciety, Inc., here shown. 

The four men com- 
posing the Executive 
Educational Committee 
are responsible for 
I. A. S. educational ac- 
tivities and policies, 
with particular refer- 
ence to text material, 
research, standards, 
and technical methods. 

The sixteen Certified 
Public Accountants 
composing the I. A. S. 
Faculty are actively en- 
gaged in preparing text 
material, giving con- 
sultation service, or 
grading students’ pa- 
pers. Some give their 
time and attention ex- 
clusively to I. A. S. 
work. Others who are 
in actual practice of 


public accounting or 


an Accounting Course 


corporation accounting, devote only part time to the 


work. Each subscriber secures the advantage of having 


his examinations handled by instructors from both groups. 








Executive Educational Committee 


Dexter S. Kimball, M.E., 
BED: DSc, 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, College of Engi- 
neering, Cornell University ; Former 
President, American Society of Me- 
chanical Engineers; author of “Cost 
Finding” and other text material. 


Lee Galloway, B.Sc., Ph.D. 


Vice Chairman, Board of Directors, 
International Accountants Society, 
Inc.; Former Chairman, Board of 
Directors, Ronald Press Co. ; Former 
Director Department of Management, 
New York University. 


John T. Madden, C.P.A., 


B.C.S., A.M. 


President, International Accountants 
Society, Inc.; Dean, School of Com- 
merce, Accounts and Finance, New 
York University; Former President, 
American Association of University 
Instructors in Accounting. 


Stephen Gilman, B.Sc., C.P.A. 


Vice President and Educational Di- 
rector, International Accountants 
Society, Inc.; author of “Analyzing 
Financial Statements,’ ‘Principles 
of Accounting,” and numerous tech- 
nical articles on accounting. 


Faculty 


Stanley E. Beatty, C.P.A. 

A. C. Bischel, A.B., C.P.A. 
George P. Ellis, C. P.A. 

C. W. Emshoff, S.B., C.P.A. 
Stephen Gilman, B.Sc., C.P.A. 
John A. Hinderlong, C.P.A. 
James W. Love, C.P.A 

J. H. Millsaps, LL.D., CPA. 


C.. ©... Packman, .C. PA. 

Russell C. Swope, B.Sc., C.P.A. 
G. E. Taylor, C.P:A 

J. G.. “Betry, AcB., C. P.A. 
Stanley D. Tilney, C.P.A. 
G..'S.. West, C.A.; CP. A. 

Harry G. Westphaln, C.P.A. 
Earl R. White, C.P.A. 


Advisory Board 


R. W. Barrett, A.B., LL.B. 
Bruce Barton 

Dwight E. Beebe, B.L. 
Wilford A. Beesley, C.P.A. 
Arthur Berridge, C.P.A. 

R. E. Blight, LL. D., C.P.A. 
L. E. Cahill, C.P.A. 

C. N. Carter; Pi. B,C. P.A. 
Geoffrey S. Childs, B.C.S. 
W. J. Christian, C.P.A. 
William B. Cornell, M.E. 
James A. Councilor, C.P.A. 
Albert J. Derbes, C.P.A. 

C. B. Dietze, LL.B., A-B., C. PA. 
William Dolge, C.P.A. 

T. H. Frankling, C.G.A. 
Lee Galloway, B.Sc., Ph.D. 
Gilbert B. Geiger, C.P. A. 
George M. Graffam, C.P.A. 
A. H. Hammarstrom, C.P.A. 
James F. Hughes, C.P.A. 


F. H. Hurdman, B CS. Pe. 

Harry M. Jay, CPA 

David A. Jayne, C. P.A 

D. S. Kimball, M.E., LL. D., D.Sc. 

B. Lichtenberg, M. C. S. 

Harry E. Lunsford, C.P.A. 

John T. Madden, B.C.S., A.M., 
CFA. 

I. B. McGladrey, C.P.A. 

Henry J. Miller, A.B., C.P.A. 

F. W. Morton, C.P.A. 

Herman C. J. Peisch, C.P.A. 

J. A. Phillips, C.P.A. 

P. W. Pinkerton, Ph.B., C.P.A 

A. Lee Rawlings, C.P.A. 

F. E. Roberts, C.P.A. 

John C. Shelly, C. A. 

R. Smethurst, Jr., C. % o 

Po. Sommer, J, D, L. D. 

A. C. Upleger, B iC 3 Ci PA. 








The forty members 
of the Advisory Board 
are outstanding Certi- 
fied Public Account- 
ants, business execu- 
tives, attorneys, and 
educators, who counsel 
with the I. A. S. man- 
agement, upon request, 
with respect to tech- 
nical accounting, edu- 
cational, and business 
matters. 

The uniformly high 
caliber of the men who 
compose the I. A. S. 
Staff is in itself elo- 
quent testimony as to 
I. A. S. training. The 
cooperation of Staff 
members in various ad- 
visory and consulting 
capacities provides the 
practical, broad view- 
point which is so neces- 
sary in any plan of 


adult education. 
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es provide additional information which may be of value to you when asked to recommend a train- 
ing plan, we shall be glad to mail you, upon request, a copy of our 56-page booklet 
“ACCOUNTING—The Way to Business Success.” * 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 
A Division of the ALEXANDER HAMILTON INSTITUTE 
3411 South Michigan Avenue 


Cuicaco, ILuinots 
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Lidttortal Comment 


O take stock of what is to be done, to appraise 

carefully the results of past operations and the 
current situation, is but natural for controllers. It 
is all but instinctive. This function is one that these 
men perform continuously for the business enter- 
prises which they serve. 

To apply the same formula to their own techni- 
cal organization is but a short step, and that is ex- 
actly what Mr. Roscoe Seybold, the new President 
of The Controllers Institute of America, did for 
that organization in his address of acceptance. 

Analyzing what The Institute has done in its seven 
years of study of controllership problems, Mr. Sey- 
bold summarized its principal accomplishments. He 
then put his finger on the immediate undertakings 
in which The Institute and individual controllers 
might profitably engage. It was a partial catalogu- 
ing of the opportunities which offer themselves to 
these technicians. 

What a commentary this procedure is on the prog- 
ress in organization that has been made in the short 
space of seven years by the technicians engaged in 
this calling! Joint efforts, wisely directed and con- 
servatively conducted, have produced results that 
may be regarded with a high degree of satisfaction 


by this group, now of no mean proportions. Before 
The Controllers Institute came into being, joint ef- 
fort, mutual help, a well organized attack or in fact 
any sort of organized approach to the many prob- 
lems entailed by controllership, was impossible. Any 
effort along those lines was an individual under- 
taking. The result was that there was little if any 
progress in this field in those days. Controllers got 
along as best they could without consultation with 
others in their field. Today there is an opportunity 
for concerted action following on the heels of group 
studies of the matters that challenge the considera- 
tion of controllers in their efforts to chart better 
methods of procedure and improved ways of han- 
dling the momentous matters laid on their desks. 

The extent to which controllers are availing 
themselves of these opportunities for group action 
can hardly be measured. Nearly two hundred meet- 
ings and conferences of all kinds, large and small, 
took place in the short space of twelve months un- 
der the machinery set up by The Institute for its 
members. 

Thus the stature of controllership is enlarged, its 
usefulness to business enhanced. 
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Plans for Administration of Wages and 
Hours Act Far From Complete 


Administrator’s Staff Drafting Definitions and Rulings Which WillInform Employers 
as To Manner in Which Act Will Affect Them—Racing Against Time—Inquiries In- 
vited—A ddress by Chief Economist of Administration, MR. CARROLL R. DAUGHERTY. 


HE assistance of controllers was 

invited by a representative of the 
Wages and Hours administrator in an 
address delivered at the Seventh An- 
nual Meeting of The Controllers In- 
stitute of America by MR. CARROLL R. 
DAUGHERTY, chief economist of the 
administration. That assistance can 
best be given at this time by the mak- 
ing of inquiries, in the form of letters, 
addressed to the administrator, MR. 
ELMER F. ANDREWS. These inquiries 
will disclose the problems that busi- 
ness executives feel confront them 
under the act and will raise the points 
which must be covered in the regula- 
tions, now in process of formulation. 

—THE EpITor. 


I will admit freely that all of us 
down in the Wages and Hours Di- 
vision feel we will all be learning a 
lot these next few months and in the 
coming year. 

I shall attempt to describe to you 
the chief provisions of the Fair Labor 
Standards Act and to map for you 
the plans we have for administering 
it. Those plans are necessarily in- 
complete now. On some points I 
shall be able to give you little in- 
formation, but if there is any phase 
of this program in which you have a 
special interest I shall be glad to re- 
ceive your inquiries at the close of 
my brief address. If I find that be- 
cause of the present state of our or- 
ganization I can not answer them 
here, I expect to take them back to 
Washington and you will be given 
answers as soon as we know them. I 
shall ask, of course, for a copy of the 
record here and we shall find your 
questions very useful to us. Perhaps 
however, I may be able to do some 
answering and if so, I hope I may be 


helpful. I have purposely made this 
more or less formal presentation 
brief in order to allow you time for 
these questions which I know must 
be bothering you considerably. 

The Fair Labor Standards Act Based 
on Experience of States is Congress’ 
effort to place a floor under wages and 
a ceiling over hours. The act is based 
on our experience with state legislation 
of this kind since the 1920’s, and the 
experience of other countries, such as 
England and the Scandinavian nations. 

To begin with, it does not include 
all working people. It is a federal act 
and applies only to workers whose em- 
ployers are engaged in interstate com- 
merce or in making goods for inter- 
state commerce. Employees of local 
industries, such as stores doing a local 
retail business or local service indus- 
tries, are not covered. Domestic service 
is another type of employment which 
is not affected. Laborers or farmers 
in agricultural work of any type, labor- 
ers processing or handling food prod- 
ucts within the area of production are 
specifically excluded from the law. 
Fishermen, seamen, employees on some 
weekly or semi-weekly newspapers, ad- 
ministrative and professional workers, 
outside salesmen, and certain other 
types of laborers employed in inter- 
state commerce are also exempted. 

Obviously, these exemption provi- 
sions will require further definition. 
Administrative rulings in this regard 
will be issued soon, which will reflect 
an earnest effort to make a reasonable 
application of the law. 

It is possible to think of October 
24, 1938, the date when the Act be- 
comes effective, as the beginning of a 
new chapter in American industrial 
history. On that day, wherever they 
may be, workers in industries covered 


by the act are assured of wages of not 
less than twenty-five cents an hour 
for the first year, thirty cents an hour 
for the second year, and forty cents an 
hour at the end of seven years. 

Moreover, this is but a first step. 
Congress, in its desire to raise wage 
rates as soon as possible to a level 
above twenty-five cents an hour, has 
provided special machinery for setting 
higher minimum schedules, industry 
by industry. Congress has directed the 
administrator to appoint industry com- 
mittees composed of an equal number 
of representatives of employers, em- 
ployees, and the public. Each commit- 
tee is to investigate conditions in its 
particular industry, and to recommend 
to the Administrator wage rates above 
twenty-five cents an hour, but not to 
exceed forty cents an hour. 


ISSUANCE OF WAGE ORDERS 


These recommendations are in no 
way final. They are to be submitted to 
the administrator, and the adminis- 
trator, as required by law, throws the 
whole matter open to a public hearing 
after due notice. If the administrator 
finds that the recommendations of the 
committee are in accordance with law 
and are supported by the hearing find- 
ings, and taking into consideration the 
factors that the law required to be 
considered by the industrial committee, 
finds the recommendations to be rea- 
sonable, a wage order may be issued 
after due notice. If they do not seem 
reasonable, he may reject them and 
either refer them to the same commit- 
tee for further study and recommenda- 
tion or appoint a new committee. 

Already a committee, headed by 
Donald Nelson of Chicago, Illinois, 
is preparing recommendations for the 
textile industry. Soon the full mem- 
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bership of other committees will be 
announced. 

The size of the undertaking given 
us by the act may be appreciated when 
it is realized that the act requires the 
industry committee to make a thor- 
oughgoing investigation of competitive 
and economic conditions. Freight rate 
differentials, costs of production, cost 
of living and wages paid in other in- 
dustries in the same locality must be 
considered with a view to possible dif- 
ferent minimum wage schedules within 
the same industry, based on various 
classifications. The act also requires 
that the recommendations for wage ad- 
vances shall not substantially curtail 
employment in the industry affected. 

It must be kept in mind that the ad- 
ministrator has no power to change the 
maximum limits of a week’s work at 
regular pay. After October 24, 1938, 
the maximum working week at regular 
pay in industries covered by the act 
is 44 hours for the first year, 42 hours 
for the second year, and 40 hours after 
October, 1940. Any employee who 
works beyond the maximum hours is to 
be paid time and one-half for the over- 
time he works. 

There are, however, certain cases in 
which an employer need not pay over- 
time for hours of work in excess of the 
maximum permitted by law. For ex- 
ample, if the administrator finds an 
industry to be seasonal, he may grant 
special permission to work longer than 
44 hours without overtime pay, but it 
must not be longer than 56 hours a 
week and 12 hours a day for a limited 
period of 14 weeks in each year. Such 
authority must be specifically granted 
by the administrator. 

All of us are proud of the forward 
strides that have been made in the last 
few years to protect the children of the 
nation from industrial exploitation. 
The Fair Labor Standards Act of 1938 
goes a step further. After October 24, 
1938, interstate commerce in goods 
produced in establishments where op- 
pressive child labor conditions have 
prevailed within thirty days prior to 
shipment is specifically prohibited. The 

definition of oppressive child labor is 
that of employment of children under 
sixteen years of age, and the employ- 
ment of minors of sixteen to eighteen 
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years of age in occupations found and 
declared to be hazardous by the chief 
of the Children’s Bureau. The adminis- 
tering of this portion of the act is 
lodged in the Children’s Bureau of the 
United States Department of Labor, 
and an employer may protect himself 
against the illegal employment of 
minors by securing employment certifi- 
cates issued in accordance with regula- 
tions established by this Bureau. 
Specifically exempted are children em- 
ployed in agriculture while not legally 
required to attend school, and children 
employed as actors in motion pictures 
or theatricals. 

The enforcement of the act is, to a 
large extent, in the hands of the peo- 
ple. The law provides that if an em- 
ployee is not paid the twenty-five cent 
minimum or does not receive overtime 
pay for work over 44 hours, he may 
sue directly or through a representative 
in any civil court. If a judgment is 
rendered in his favor, he may recover 
double the amount due him in addi- 
tion to attorney's fees and court costs. 
The administrator, through the at- 
torney general, may prosecute for vio- 
lation of the provisions of the Act and 
minimum wage orders, and adequate 
penalties are provided in case of con- 
viction. 


EMPLOYER HAs LEGAL RECOURSE 


Legal recourse is also available to 
the employer. Any person aggrieved 
by a wage order of the administrator 
may obtain a review of such order in 
the circuit court of appeals of the 
United States or in the United States 
Court of Appeals for the District of 
Columbia. The review by the court is 
limited to questions of law, and find- 
ings of fact by the administrator, when 
supported by substantial evidence, are 
conclusive. 

Finally, I wish to emphasize that 
our experience with minimum wage 
legislation in such states as New York, 
Massachusetts, Illinois, New Hamp- 
shire, Ohio, and California indicates 
that such legislation does benefit the 
workers affected by it; that it does not 
establish the minimum wage as the 
maximum—as so many critics of mini- 
mum wage legislation assert—and that 
the majority of wage earners and em- 
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ployers are in favor of laws of this 
type. 

The Fair Labor Standards Act is no 
panacea; but it will, in my opinion, 
make less likely, in a country as rich 
as ours, the exploitation of workers 
under substandard conditions. 

I should like to indicate to you a 
few of the problems that we are fac- 
ing in these days as they come upon 
us. I may say that October 24 is rush- 
ing at us with express speed. 

We have to decide, for example, 
what an executive is. We have to 
make rules and regulations of a 
reasonable nature to carry out the in- 
tent of the Act. We are entrusted 
with the job of defining a seasonal 
industry in a reasonable way. Of 
course, as you know, almost all in- 
dustries have some seasonal fluctua- 
tions from month to month within a 
period of a year. Shall we give a 
blanket exception for industries or 
shall we take only the ones that have 
pronounced seasonal fluctuations? 
To give a blanket exemption would 
defeat the purpose of the law as far 
as the maximum-hour provisions go. 


RULINGS THAT Must BE MADE 

We are called upon to decide what 
is an area of production because there 
is an exemption for agricultural and 
other employees in that sort of busi- 
ness within the area of production. 
One of our jobs is to determine 
through research just what is the area 
of production for a wide variety of 
products and then issue regulations 
providing for their regulation. We are 
faced with the necessity of deciding 
whether to issue exemptions to indi- 
vidual firms or whether to have them 
issued by industry. 

We are faced with the problem of 
dealing with industry and how far we 
shall subdivide. Shall we go into the 
minute subdivisions of the N.R.A., 
shall we adhere to broad outlines, or 
shall we compromise between the two? 
That is another nice question because 
there is much overlapping both ver- 
tical and horizontal between the sev- 
eral industries. 

We have the problem of providing 
for the certification of what we some- 
times call sub-standard employees. The 
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law specifically provides that the ad- 
ministrator may, through certification 
after investigation, allow the employ- 
ment of messengers engaged exclu- 
sively in the delivery of letters and 
messages and those whose earnings are 
impaired because of physical or mental 
injury. The law provides for certifica- 
tion of these workers at rates which 
may be somewhat lower and at hours 
somewhat different from those pro- 
vided for in the law. We have to 
determine that problem. Another 
problem is to find out just what is 
included in the definition of wages 
Section 3-M, which says that a wage 
includes certain amounts which the 
employer has customarily given a 
worker such as food and lodging. 
There are other things on which we 
shall have to make decision along 
similar lines. 

You see we have a great many 
problems which I think you are inter- 
ested in which we must decide upon 
within a short time. Although, as I 
said, October 24 is coming at us with 
express speed and we realize that we 
have to act speedily in order to meet 
it, get on the right track and not be 
run over by it, we should like to have 
you know we are not going to act 
hastily just for the sake of getting 
something done. 





WISE AND REASONABLE DECISIONS 


We are going to try to make these 
decisions as wise and as reasonable as 
possible. More than that, we can not 
do. The Fair Labor Standards Act 
is no panacea. It does not try to achieve 
Utopia in a single jump or a couple of 
jumps. In my opinion it may make 
possible in a country as rich as ours 
the end of the exploitation of sub- 
standard workers which is something 
that we all as good citizens are heartily 
ashamed of. That will be no mean 
achievement. 

CHAIRMAN LINDAHL: Thank you 
very much, Mr. Daugherty. Are there 
any questions? Mr. Daugherty has 
told me he will answer them as far as 
he can. 

A MempeR: I should like to ask if 
the 25 cent minimum, and 44 hour 
maximum, apply to salaried workers 
also or only those paid by the hour? 
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Mr. DAuGHERTY: The law itself 
does not mention salaried workers as 
such. It exempts certain classes of sal- 
aried workers such as outside salesmen. 

MEMBER: I am speaking of clerks. 

Mr. DAUGHERTY: We shall have to 
make a ruling on that. As it has not 
been made, I can not answer the ques- 
tion for you. I am going to have to 
take a lot of these questions with me 
as I can not answer them now. I have 
been on the job for ten days. Our 
chief of counsel has been on the job 
about two weeks, and we are working 
evenings and all that, of course, but 
the final rulings have not been made. 
As I said before, I wish you would 
ask the questions so I will have some 
indication of the things that are on 
your mind. That is going to be very 
helpful to us. 

A Memser: How will individual 
firms go about notifying the Industry 
Committee in the event they have any 
questions or decisions or exceptions or 
applications for exceptions? How will 
the firms find out with whom to get 
in touch, through your office? 

Mr. DauGHeERTY: The law provides 
that the administrator must make 
known all such matters and appoint- 
ments of all such committees and rul- 
ings in the Federal Register. He may 
use any such other means as he thinks 
wise, so he will attempt to give all 
such rulings not only publicity in the 
Federal Register—to which I think 
it might be a good idea to subscribe— 
but also to the mewspapers and any 
other available avenue of publicity. 

A MEMBER: I want to inquire what 
sort of regulation will solve the prob- 
lem or give us the ruling as to hours 
as affected by travel time. I am as- 
suming that there are persons not 
exempted by the Act who have to 
travel from job to job. Their traveling 
may be two or three days at a time to 
get to the job. Does their whole travel 
time go against their 44 hours or is 
there some other subdivision thereof ? 

Mr. DAUGHERTY: That is a ques- 
tion which I can not answer at this 
time but I am very glad that you asked 
it. It is one we shall discuss. 

A MemMBER: What basic principles 
will be followed in determining 


whether a business is engaged in inter- 
state commerce ? 

Mr. DauGHERTY: That question, of 
course, is one which has gone up into 
the United States Supreme Court in 
connection with the National Labor 
Relations Act. A great many em- 
ployers have written in to us, asking if 
they were in interstate commerce. We 
are preparing a form to send to such 
employers, giving certain essential data 
on their businesses, such as the extent 
of sales outside the state in propor- 
tion to those within the state. The same 
is done in connection with raw ma- 
terial. That question, of course, is one 
which the courts ultimately will have 
to decide if our Act is challenged. Our 
own opinion will be guided by the 
decisions they have made thus far. I 
can not give you a blanket answer to 
that question. 

A MEMBER: Assuming a company 
considered itself to have a seasonal in- 
dustry and its busy season is the first 
week before October 24 or the next 
week, is it obligated to pay time and 
one half immediately during that first 
week or second or third week until a 
decision is handed down? What has a 
company to do the first or second week 
before a decision is handed down by 
the Commission ? 

Mr. DauGHErTy: We have thought 
of that and there is no official answer 
to that either. Presumably, under the 
Act until the regulations are issued 
you would be held to the provisions of 
the Act. 

SAME MempeR: Is there a chance of 
getting it back if a decision is later 
made? (Laughter. No answer.) 

A Memper: I have a question with 
reference to foremen. Is a foreman in- 
cluded in the Act? I know some com- 
panies call their supervisors junior 
executives, while others call them fore- 
men. A second question is with refer- 
ence to record keeping. I understand 
the records are subject to investigation. 
We have in our own organization two 
shifts, one ending at four o’clock and 
the second one coming on at four. We 
have men who start to help the fore- 
man at twenty minutes or sometimes 
thirty minutes before the four o'clock 
shift comes on. That time will show on 
his time clock. Up to now we have 
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paid him for the eight hours he has 
worked. If those time cards are the 
records that are going to be investi- 
gated, what is the answer? Will they 
have to be paid for time and one half 
the time they start on the job or for 
the time they punch their clocks? 

Mr. DAUGHERTY: This it seems to 
me would have to be the subject of 
individual determination on investiga- 
tion. I think that there is not going 
to be a record required to be kept on 
special forms. This is non official, of 
course. We shall require, I think, the 
keeping of certain records available for 
any inspectors that might be used, but 
not on special forms sent out by us. I 
think we shall send you samples of 
forms, which will be convenient for 
both of us to get along with, but there 
will be no requirements that you use 
them. In other words, the keeping of 
time cards in a convenient place I 
should think would be sufficient. 

SAME MEMBER: I have in mind par- 
ticularly the fact that employees can 
sue corporations. For a year we may 
have employees working just that way. 
What records will be looked up and 
what will be considered ? 

Mr. DauGHeERTy: I should think 
you should keep those. As a matter of 
fact, there may be some wisdom in 
keeping records available for longer 
periods than you usually do. Two 
years, perhaps. The question of form, 
of course, is like the question of execu- 
tives, one for future definition. That 
varies with industries, too. It depends 
on whether the foreman has the right 
of firing and hiring or whether he 
works mainly as a worker such as a 
roller in a steel mill, or whether his 
main duties are supervisory. It would 
be necessary to investigate such cases. 

A MEMBER: Have you determined 
the exemption of the administrative 
worker ? Have you made determination 
as to what he is? 

Mr. DAUGHERTY: No, we have not 
as yet. We have talked about it but 
there is no official decision as yet. 

SAME MEMBER: You have not de- 
termined as to workers such as watch- 
men? 

Mr. DAUGHERTY: No, we _ have 
talked about them, too, but there is 
nothing official on that. 
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A MemseR: Will any ruling be put 
out indicating what form of time rec- 
ord will be required, time recording 
devices or merely written time cards 
on each individual employee ? That ap- 
plies in many cases to weekly or 
monthly salaried employees because 
there has not been any record definitely 
required. 


FORM OF ReEcorDs Not To BE 
SPECIFIED 

Mr. DAUGHERTY: Well, I think we 
are not going to burden you with the 
keeping of records in better ways. We 
may come to it if we find it necessary. 
We shall simply require the keeping of 
certain records with regard to earnings 
and wage rates and hours. 

SAME MEMBER: Without necessarily 
requiring the installation, for instance, 
of time clocks? 

Mr. DAUGHERTY: That is right. As 
long as the records are there and we 
feel they are accurate, based on sufh- 
cient data which you collect in your 
own system, I should think that would 
be sufficient. 

A MemBER: Would a manufacturer 
that used raw materials which were 
produced by some one else be respon- 
sible for the compliance of his raw 
material suppliers with the terms of 
the Act? 

Mr. DAUGHERTY: You mean there 
is no corporate connection between the 
people ? 

SAME MEMBER: That is correct. 
(No answer.) 

A Memper: If there are corpora- 
tions and various operating units, some 
of which were engaged in interstate 
commerce, some of which are unques- 
tionably local, would all of the em- 
ployees be subject to the Act? 

Mr. DAUGHERTY: That is a very 
neat question. We may have opinions 
on it. It will be finally up to the courts 
to decide. I do not know. I can not 
even tell you what the result will be. 

A MEMBER: I understand there has 
been some kind of a ruling issued re- 
garding payroll deductions, that is de- 
ductions of a certain type reducing the 
average hourly wage below the mini- 
mum, the minimum wage that must be 
paid. I have in mind such items as 
group insurance, credit groups and nu- 
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merous other items that may be made 
merely as an accommodation to the 
employee. We should like to have the 
particulars on that. 

Mr. DAUGHERTY: there have been 
no regulations issued on that at all. 
As a matter of fact, since the latest 
conference I attended before coming 
up here on that very point, I found 
that Section 3-M says—to refresh your 
memory on that :—‘“Wages paid to any 
employee include the reasonable cost 
as determined by the administrator to 
the employer, reasonable cost to the 
employer of furnishing such employee 
with board, lodging or other facilities, 
if such board, lodging or other facili- 
ties are customarily furnished by such 
employer to his employees.’’ There are 
some businesses, such as southern min- 
ing or lumber camps, western lumber 
camps and so on, in which lodging 
and board are furnished but not 
charged for. In accordance with the 
law, then, since the word “‘wage’’ is 
used over here in this 25-, 30- and 
40-cent business, that would have to 
be allowed for under regulations in 
allowing lower than 25 cents per hour. 
In my interpretation, which is not 
official, I feel that we have no right to 
make any ruling about how much you 
shall deduct for group insurance or 
for housing if you charge the employer 
that regularly. I mean the employer is 
acting as landlord to the employee if 
he lives in a company house. If he 
does not live in a company house, but 
lives in another house, he would have 
another landlord. I think we have no 
power over that. In other words, take 
your steel company. You have some of 
your workers who live in them and 
some do not. You pay them the same 
minimum wage rate. Your common 
labor gets the same whether it lives in 
your houses or not. You simply deduct 
from your pay those items which come 
for those that live in your company 
houses. You deduct rent but I do not 
think that is included here. It is when 
those things are furnished as prerequi- 
sites, something extra to their wages in 
these isolated communities. That is my 
opinion. 

CHAIRMAN LINDAHL: Thank you 
very much. (Applause.) 








The Budget: Its Preparation and Use 
Concisely and Simply Described 


Natural Tendency In Business Practice Is One of Endeavor to Show Progress—Pe- 
riodical Review of Performance Makes for Intelligent Executive Control—Aids Clear 
Thinking and Establishment of Financial Objectives—Paper by HENRY C. PERRY. 


HE paper presented here must 

take rank as one of the most con- 
cise and comprehensive presentations 
on the subject of budgeting that has 
been made over a long period of dis- 
cussion of this feature of management 
and control. “Control of Business 
Through an Integrated Budget’ was 
the subject suggested to MR. HENRY 
C. Perry, of the Heywood-Wakefield 
Company, Gardner, who has just com- 
pleted a year as president of THE 
CONTROLLERS INSTITUTE OF AMER- 
Ica, when he was invited to prepare 
a paper for presentation on the pro- 
gram of the Seventh International 
Management Congress, at W ashing- 
ton, in September. MR. PERRY, acce pt- 
ing the invitation as president of The 
Institute, gave the delegates to the 
Congress a clear picture of the best 
practices in budgeting followed by 
American industrial concerns. The pa- 
per should be exceptionally interesting 
and valuable to all controllers. 

—THE Epiror. 


Internal control of business through 
use of an integrated corporate 
budget involves consideration of the 
expectations of management, the ex- 
pectations of management’s banker, 
the responsibilities falling upon the 
budget officer in meeting these ex- 
pectations and the development of a 
program which, in the jurisdiction 
of the controller, will measure up 
to the requirements of all concerned. 

Use of a budget for the purposes of 
corporate control no longer is 
marked by the experimental or the 
mysterious. Volumes of case material 
are available which demonstrate the 
practical application of budgetary 
plans suited to the needs of varying 
classifications of business activity. 





Today sound management demands 
the employment of measures which 
will furnish a guide to business 
profits and disclose the leading 
reasons for failure to achieve them. 
The natural interest of the banker in 
such measures springs from the ne- 
cessity of developing a concrete pic- 
ture of the borrower's credit require- 
ments and from need of reasonable 
assurance that the loans once granted 
will be liquidated. A budgetary pro- 
gram which translates and projects 
all of management’s plans in terms 
of operating statements and balance 
sheets probably will not insure 
credit, but it is likely to place the 
business in condition to deserve 
credit. These requirements of man- 
agement and banking are such as to 
dictate the responsibilities of the 
controller. Having in charge the 
mechanism by which management 
proceeds and that upon which the 
banker, when adequately informed, 
advances credit, the controller prob- 
ably is in the best position to de- 
velop the road map for those whose 
acquiescence and support represent 
the mainspring of the budget. 
Budgetary plans, shorn of super- 
fluous statistics, not only furnish the 
necessary guideposts to executive ac- 
tion but are more certain of success 
than those creations which, aimed at 
theoretically detailed control of op- 
erations, usually fall in the discard 
of their own weight. The funda- 
mentals of control outlined herein 
presuppose the cooperation of man- 
agement, a suitable accounting struc- 
ture, and sufficient interpretive intel- 
ligence for the translation and analy- 
sis of factual data as a service to 
management. The discussion will 
deal with nothing new in budgetary 





practice. It will disregard all forms 
and specific methods of organization 
as being of less consequence than the 
objective. Its purpose is only that of 
summarizing the fundamentals un- 
derlying proven and successful per- 
formance of the budget and these re- 
lated reports which, if effectively 
maintained, make for orderly man- 
agement and financial control of en- 
terprise. 


THE ESSENTIALS OF THE BUDGET 


The Sales Forecast for the period 
under consideration represents the 
keystone of the budget. Major atten- 
tion should be given to the accuracy 
of these estimates and the responsi- 
bility of the sales management sup- 
plying them. The forecast of ex- 
pected sales delivered by the selling 
division should be subject to such 
correctives as apply by reason of pre- 
vailing and expected general eco- 
nomic conditions, a responsibility of 
general management. 

The Production Budget, tepresent- 
ing a translation of the sales forecast 
expressed in terms of productive 
labor and material requirements, is 
next in importance. Extension of the 
unit sales forecast according to 
known costs of production or a com- 
posite of labor and material invest- 
ment measured by the experience of 
previous years, with suitable correc- 
tions for expected base cost varia- 
tions, may be employed for this pur- 
pose. 

The Inventory Budget, projecting 
inventory investment in proper rela- 
tion to adequate turnover and or- 
derly balance between raw, semi- 
finished and finished products, repre- 
sents an important factor in success- 
ful budgetary practice. Correlation 
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between production and sales is the 
foundation of inventory investment 
control and one means by which the 
effectiveness of purchasing and fac- 
tory management may be gauged. 

The Manufacturing Expense Budget, 
based on allowables in each account 
afforded by the plan of accounting in 
use and related to the amount of 
labor required for production of ex- 
pected sales, is an essential factor. 
Further division should be made as 
between constant, variable and semi- 
variable expenses by departments of 
manufacture since all items do not 
fluctuate in relation to the produc- 
tive labor contribution. Both gen- 
eral and departmental management 
should be held responsible for manu- 
facturing expense investment and 
the maintenance of standard over- 
head ratios used in the price struc- 
ture. Variation from such standards 
should show cause, divided as be- 
tween that portion which results 
from failure to meet budgeted expense 
and that which arises from produc- 
tivity. 

The Selling and Administrative Ex- 
pense Budget, representing those ex- 
penses for which sales and general 
management are responsible, is pre- 
pared according to known require- 
ments in the selling price structure. 
As in the case of manufacturing ex- 
penses, these items should be divided 
between constant, variable and semi- 
variable classifications but related to 
sales volume as a base rather than to 
productive labor. Field and _head- 
quarters’ management should be held 
accountable for variations from the 
standards of expense used in price 
building. 


MASTER BUDGET 


The Master Budget, representing 
the sum total of the sales forecast, 
the production budget, the inventory 
budget, the manufacturing, selling 
and administrative expense budgets 
—will develop the anticipated profit 
or loss resulting from manufactur- 
ing and trading operations, against 
which actual performance may be 
measured. Suitable deductions must 
then be made for income taxation, 
fixed charges on capital and funded 
obligations, and extraordinary items 
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of expenditure, to disclose the 
amount available for common stocks 
and additions to surplus for the pe- 
riod. 

The Plant and Equipment Budget, 
covering proposed expenditure for 
fixed assets to be acquired during the 
budget period, must be prepared by 
the officer in charge of physical prop- 
erties. The scheduled expenditure 
should describe the projects con- 
templated and the approximate date 
for which payment therefore will be 
due. Expenditures for plant assets 
are usually, and preferably, sup- 
ported by general management au- 
thorization. 

The Cash Forecast grows in im- 
portance as taxes absorb larger por- 
tions of earnings not always avail- 
able in the form of cash. Cash budg- 
eting is essential for the determi- 
nation of financial policies involving 
plant expansion, payment of divi- 
dends, liquidation of outstanding 
debt, and adequate financing of 
seasonal peaks in business activity. 
For short-term forecasts, collection 
departments are required to estimate 
available revenue by analysis of ac- 
counts receivable, sales to be billed, 
and velocity of turnover, as demon- 
strated by previous experience. Dis- 
bursements for the period are deter- 
mined from the working capital 
needs established in the production, 
inventory and expense budgets—to- 
gether with commitments for divi- 
dends, taxes and property expendi- 
tures/ The balance of receipts and 
expenditures will disclose treasury 
requirements for the period covered 
by the budget, although sufficient 
flexibility must be allowed for con- 
ditions which arise and over which 
internal management has no control. 
The reliability of long-term cash 
forecasts will of necessity depend 
upon actual performance against 
budget estimates and the precision 
with which the budgetary program 
is administered by management. 

The Projected Balance Sheet sets 
forth the results of the budget pro- 
gram upon the resources and liabil- 
ities of the business. It is practicable 
to translate the monthly profit and 
loss forecast shown by the master 
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budget in terms of the balance sheet 
and thus provide the financial de- 
partment with a cross-section of 
working capital requirements for the 
period under consideration. It is an 
important instrument in facilitating 
negotiations with the banker. 


COORDINATING LINK 


The Disposition of Funds’ State- 
ment is an indispensable aid in show- 
ing the movement of funds, provided 
by profits, banking or additional capi- 
tal. Its purpose is to describe the 
sources of revenue and capital made 
available during the period and the 
disposition of these funds in plant ex- 
penditure, payment of dividends, ad- 
justment of working capital position, 
and other significant changes in oper- 
ating and financial status. It is an 
effective coordinating link between the 
operating statement and the balance 
sheet, and interpretive of the moving 
values shown therein. 

In the light of modern practice 
the purpose of the corporate budget 
is primarily to analyze a situation, 
develop the program business is to 
follow and then to assist management 
in controlling operations so that de- 
sired objectives may be obtained or, 
at least, approximated. If the only 
measure of the budget is one of 
prophesy, and management fails to 
use it as a tool for the control of 
internal operations, adoption of the 
program is of questionable wisdom. 
Failure of the budget in business 
practice may be traced to two princi- 
pal causes, first, poor technique in 
development of the essentials; and 
second, ineffective presentation to 
executive heads of the business and 
those whose corporation is an ad- 
junct necessary to success. Regard- 
less of anything else, the budget 
must be practical and made to fit the 
particular needs of the individual 
business served. It can not be intro- 
duced by a novice or developed and 
applied with indifference. Dealing 
so broadly with human nature, it 
must be carefully and completely 
sold to those who are to use it and 
to the organization which is to be 
governed by it. Budgets carelessly 
prepared and not related to actual 
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operations command little if any re- 
spect, and executives rightfully pay 
limited attention to them. Such bud- 
gets are unreliable as a guide and of 
no use as a control. A budgetary 
program, however, constructed for 
the purpose of control, supported 
and enforced by management, will 
provide a systematic and intelligent 
plan for the most profitable util- 
ization of capital and labor in the 
business to which it is applied. Suc- 
cessful administration of the budget 
demands calling upon those in au- 
thority for specific information re- 
garding their plans and their require- 
ments from interrelated departments. 
This authority must be followed by 
adequate organization responsibility. 

Having a basic plan of action, it 
is feasible to deal with changes and 
variations as they occur and assign 
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responsibility for them, thus estab- 
lishing the psychological advantages 
of budgetary effort. A natural tend- 
ency in business practice is one of 
serious endeavor to show progress. 
This test is an integral part of any 
plan of activity, and periodical re- 
view of performance with division 
heads upon the soundness of the 
budget when submitted and upon the 
accuracy with which forecasts are be- 
ing met, make for intelligent exec- 
utive control and conscientious effort 
on the part of staff representation. 
If suited to local conditions, an in- 
centive plan for securing budget ac- 
complishment may well represent a 
valuable corollary to the program. 
The experience of American man- 
agement in administrative control 
through use of the integrated cor- 
porate budget demonstrates that it 


aids clear thinking and establishment 
of financial objectives for each divi- 
sion of the business. It coordinates 
and unifies these plans and affords 
opportunity of visualizing their ef- 
fect. It facilitates adjustment to ne- 
cessary changes in economic condi- 
tions and insures periodical check of 
progress. It requires basic informa- 
tion, thus revealing facts which 
otherwise might not come to the at- 
tention of management. It increases 
the effectiveness of personal effort by 
drawing upon positive psychological 
principles as an aid to management 
and assures confidence of the banker 
and the investors whose a has 
made the enterprise possible. | These 
are definite advantages. They reflect 
intelligent operation of a business 
and are capable of translation as a 
source of profit. 


Business Must Define Policies in 
Light of Public Interests 


Temporary Economic Committee, Conducting Monopoly Inquiry, Hopes to Keep In- 
vestigation on Fact-Finding, Constructive Plane—Seeks Knowledge of Competitive Sys- 
tem—Private Enterprise To Be Preserved—By HONORABLE R. C. PATTERSON, JR. 


HE address delivered to the Seventh 

Annual Meeting of THE CON- 
TROLLERS INSTITUTE OF AMERICA by 
HONORABLE RICHARD C. PATTERSON, 
Jr., Assistant Secretary of Commerce, 
on September 27, 1938, gave his 
hearers a general picture of what the 
current investigation by the Temporary 
National Economic Committee 1s in- 
tended to cover, and what its objects 
are. 

It was an invitation to business to 
take the initiative in preparing material 
which will disclose current business 
practices. 

Business executives will be inter- 
ested to follow that part of the in- 
vestigation which will deal, as Mr. Pat- 
terson indicates, with governmental 
controls which affect business. This 


should provide a large field for investi- 


gation, and business should be prompt 
in assembling facts which bear on that 
subject. 

—THE Epiror. 


My years of experience as a busi- 
ness executive have taught me a very 
healthy respect for controllers. You 
function at the very center of the 
business organism. I doubt, indeed 
that any other group can rival the 
breadth and diversity of your con- 
tacts with the various aspects of our 
economic operations. You must not 
only open all the bills, but you must 
see that they are paid. Sometimes, I 
am certain, you have found your 
post no easy one—you have had to 
watch the downward skid of sales, 
the piling up of accounts receivable 
and bills payable, the passing of 


dividends, the cutting of wages and 
salaries. 

You have seen the purchase of 
new machinery postponed or the 
proposed construction of a new plant 
put off indefinitely, desirable as such 
expansion might be. In some cases 
you have even had to watch your 
company go through the painful and 
embarrassing processes of receiver- 
ship or bankruptcy. As a business 
man who has faced some of these 
problems I am certain that I need 
not argue with you gentlemen the 
fact that our economic system is not 
functioning to every one’s satisfac- 
tion; investors, stockholders, em- 
ployees, and management all have 
their complaints. 

I am painting my picture in terms 
of your individual companies _be- 











cause they are the parts which make 
up the whole. The implosion of our 
economic activity is reflected in the 
balance sheet of every unit in an in- 
dustry. Individual cases are impor- 
tant. To me the picture is even more 
emphatic, however, if we paint it in 
terms of the nation as a whole. It 
seems to me a most distressing fact 
that within the space of only four 
years—1929 to 1932—our national 
income produced dropped from more 
than $81 billions to $40 billions—a 
cut of more than one half. By 1937, 
our income had climbed back to 
nearly $70 billions. In one single 
year, however, from 1931 to 1932, 
the level had dropped 26 per cent. 
Over the entire period the average 
change front one year to the next in 
our total national production has 
been about 15 per cent. Such evi- 
dence of our instability is appalling. 
And I cannot very well object to the 
accuracy of the estimates because 
they are the product of the Depart- 
ment of Commerce. 

Even more serious as an indication 
of our failure to realize our national 
possibilities is the volume of unem- 
ployment. We can quibble over ex- 
actly how many millions are prop- 
erly to be regarded as unemployed, 
but we can not deny the fact that 
even the lowest estimate is of a mag- 
nitude profoundly disturbing to ail 
of us. 

If we conclude that our economic 
system is not working well, we are 
then forced at once to face the ques- 
tion of whose job it is to do some- 
thing about it. Those who have suf- 
fered the most have demanded that 
government assume this responsibil- 
ity. It is the only means society has 
for tackling a problem of such vital 
importance. 


Monopoly Stupy ONLY ParT 
OF JOB 

In response to demands which 
have steadily become more insistent, 
Congress has established a Tempo- 
rary National Economic Committee. 
A study of monopoly is only part of 
its job. The ultimate objective is. an 
inventory of American business. We 
are pausing to take stock of our busi- 
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ness machinery—to see how it is put 
together and what makes the wheels 
turn. This study will not be confined 
to business practices alone. Govern- 
mental controls affecting business 
must likewise be scrutinized. Tax 
legislation, anti-trust laws, and other 
public measures must be studied with 
respect to their influence on our eco- 
nomic activity. Business and gov- 
ernment share a joint responsibility 
in serving the needs of our people. 
Faced with this common obligation, 
surely business and government can 
somehow work out an effective co- 
ordination of their policies. Without 
a smooth meshing of these two sets 
of gears, our economic machinery 
can not operate efficiently. 

In our study of the different types 
of situations under which the indi- 
vidual business man operates it seems 
inescapable that some restrictive in- 
dustrial practices will be uncovered. 
Since these practices are set in mo- 
tion by individual companies, there 
is likely to be, in fact almost certain 
to be, some element of exposure. Re- 
gardless of how impartially the in- 
quiry is conducted we can not avoid 
a sensational treatment of such find- 
ings by those who are so inclined. 
And naturally this kind of treatment 
will be disturbing to business. 


BuSINESS SHOULD TAKE INITIATIVE 

Under these circumstances, I be- 
lieve it is essential for business to 
make sure that the public does not 
form its opinions from sensational 
headlines. How can this be avoided ? 
What can each company and each in- 
dustry as a whole do to assure a more 
complete understanding of the issues 
involved ? 

As a representative of business on 
the National Economic Committee I 
have given careful thought to this 
problem. Management can, I believe, 
avoid this danger if it will take the 
initiative in making an inventory of 
its own policies and practices. Many 
companies have already called in ac- 
countants and lawyers to assist them 
in preparing material for committee 
hearings. Records and files are be- 
ing carefully searched for facts and 
figures which will prove helpful in 
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the analysis of certain situations. But 
this is not enough. The public is in- 
terested in the policies which lie be- 
hind these figures. 

Here is a job for which the econo- 
mist, the business statesman, is 
needed. He should be called in to 
assist in defining management’s rela- 
tionship to the public in all its phases 
—consumers, government, em- 
ployees, and stockholders. It is time 
to take stock of what our individual 
company or our particular industry 
is doing to meet its social responsibil- 
ities. The profit-making motive in 
business is still an honorable one, 
but there are certain responsibilities 
to our local community and the en- 
tire nation which accompany the 
privilege of making profits. In ana- 
lyzing our policies we should deter- 
mine which of them are consistent 
with our social obligations. Those 
which are not must be carefully ex- 
amined and revised. 

The next step is to interpret our 
policies to the public. If we are to 
be understood and accepted, honesty 
and simplicity are essential. If these 
policies are stated in such a form 
that they can be easily understood 
and given wide publicity, the con- 
fusion resulting from sensational 
news can, I believe, be largely elim- 
inated. If all the facts in the case are 
made known we can be sure that the 
public’s ultimate decision, whatever 
it may be, will not be distorted by 
heated controversy and inadequate 
information. 

No doubt many of you have seen 
some of the questions suggested to 
the committee as possible lines of in- 
quiry. It does not seem to me that 
business should sit back and wait for 
the investigation to develop the an- 
swers to these questions. Many of 
them constitute a challenge to busi- 
ness. Consequently, in defining op- 
erating policies, business men can not 
escape the responsibility of meeting 
this challenge squarely. 


PROBLEM OF Excess CAPACITY 

Take, for example, the social re- 
sponsibility of making full use of 
our productive capacity. The ques- 
tion so frequently asked is why do 
so many of our citizens have to go 
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without the necessities of life when 
productive machinery, capable of 
supplying their wants, is standing 
idle? The answer to that question is 
not simple. We know that for many 
companies excess capacity is one of 
the most troublesome problems. The 
cost of maintaining idle equipment 
constitutes a force in the direction of 
lower wages and profits, higher 
prices and super-cautious expansion 
policies. The background of situa- 
tions such as these can be clarified 
by the study of precedence and ac- 
counting figures. But we must go 
further. Business conditions are 
changing. Social concepts are chang- 
ing. In approaching these problems 
we must turn to those who have a 
broad understanding of industry in 
all of its complicated relations to so- 
ciety. Naturally, our responsibility 
to investors and shareholders can not 
be disregarded but we must also bear 
in mind our responsibilities to the 
other elements of our social organ- 
ization. 

It has frequently been considered 
necessary to resort to certain restric- 
tive measures when the volume of 
sales is declining. These measures 
may be fully justified in the light of 
precedent, legal restriction, and ac- 
counting data. Is the public of today 
satisfied with such explanations 
alone? I believe not. In the end we 
shall have to define our policies on 
broader grounds. 


TAXES REALLY SUBSIDY TO 
INDUSTRY ? 

The accomplishments of Ameri- 
can industry which we prize most 
highly are now being questioned. 
Even the supremacy of our efficient, 
low-cost system of production is 
doubted by many because it entails 
the burden of supporting large num- 
bers of employees over long periods 
of idleness. The net result is an 
added indirect cost which we all 
share. We may complain loudly 
about our tax burden, but how much 
of it is in reality a subsidy to indus- 
try? 

These are soul-searching questions. 
You may prefer to leave them for 
the committee to answer. That may 
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be the easiest way out for the pres- 
ent. In the long run, however, the 
cause of free, competitive enterprise 
will be advanced only if business 
will take the initiative in the attack 
on these problems. I do not wish to 
imply that business alone can find 
the answers. We need the assistance 
of government. But the task of de- 
fining its policies in terms of pres- 
ent-day needs is clearly a responsibil- 
ity which business can not afford to 
shirk, especially if we wish to insure 
an enlightened public opinion when 
legislation affecting business is be- 
ing debated. 

There are many in industry who 
regard the National Economic Com- 
mittee as an hostile force to be com- 
batted with every legal and factual 
weapon available. Such an attitude 
is traditional in some respects, but I 
disagree with it completely. Our 
system of free, competitive enterprise 
has, without question, contributed 
immeasurably to the economic and 
social welfare of this country. The 
great majority of our people still 
have confidence in it and we strive 
only to preserve and strengthen it. 
We can refuse to see its flaws and 
weaknesses or insist that it be left 
alone. To my mind, that is the most 
effective way of undermining it. 

On the other hand, we can exam- 
ine our business policies and meth- 
ods for the purpose of determining 
where the flaws exist. Finding those 
flaws, we can then make whatever 
adjustments are necessary to preserve 
our mechanism. No one will gain 
more than business itself from what- 
ever steps are taken to establish com- 
petition more securely. No one will 
gain more than business from what- 
ever steps are taken to define and 
clarify the role of government as 
trafic officer in enforcing the rules 
of fair competition. This investiga- 
tion can be made most helpful to 
business if we look upon it as a chal- 
lenge to take inventory of our pel- 
icies—to define them in terms of our 
social welfare and to discard those 
which are contrary to public inter- 
ests. We who are members of the 
committee should be the first to real- 
ize our responsibility to keep this 


investigation on a fact-finding, con- 
structive plane. You business men 
should be the first to appreciate that 
whatever is done to gain a broader 
knowledge of our competitive sys- 
tem will, in the end, enable us to 
preserve private enterprise and to in- 
crease its usefulness in supplying our 
economic needs. 


PRODUCTION 
CONFERENCE SET FOR 
NOVEMBER 


A Production Conference which will 
be devoted to study of methods of 
keeping down unit costs will be held 
on November 9-10 at the Hotel Penn- 
sylvania in New York City by the 
Production Division of the American 
Management Association. Mr. Alvin 
E. Dodd, President of the Association, 
points out that this division of the 
A.M.A. usually holds an annual con- 
ference in the spring, but that a com- 
plete review and study of unit costs 
has become such a pressing problem 
of management that the association has 
decided to give the situation immediate 
attention through the conference 
method of study. 

“The control of unit costs has been 
made more difficult by rising taxes, 
increased costs of many types of ma- 
terials, and by wages-and-hours legis- 
lation and other social measures. More- 
over, labor troubles have often made 
it difficult to introduce changes dic- 
tated by sound management. As a re- 
sult of developments such as these, 
production executives have to discard 
many of their carefully worked-out 
plans and systems as no longer feasi- 
ble.” 

The conference will be led by Mr. 


Raymond S. Perry, vice-president, In- 


gersoll Milling Machine Company, of 
Rockford, Illinois. The subject of unit 
cost control will be studied by having 
a panel of manufacturing executives 
representing twelve major industries 
discuss production techniques in their 
particular companies. The participants 
in the discussion will describe ways in 
which they have been able to effect 


cost reductions during the past few 


years. 
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Election of Mr. Roscoe Seybold, vice- 
president and controller of Westing- 
house Electric & Manufacturing Com- 
pany, as president of The Controllers 
Institute of America, was announced 
Tuesday afternoon, September 27, to 
the final general session of The Insti- 
tute’s members in their Seventh An- 
nual Meeting at the Waldorf-Astoria, 
New York City. Mr. Oscar N. Lin- 
dahl was chairman of the meeting. In 
accepting the presidency Mr. Seybold 


sald: 


In accepting this, the highest honor 
that The Controllers Institute of Amer- 
ica has to bestow on one of its mem- 
bers, I do so with caution, timidity, 
and humility, as I realize the impor- 
tance of an active and constructive ad- 
ministration of the affairs of The In- 
stitute during this relatively early 
period of its life and during the pres- 
ent social and economic development 
of our nation. 

It is not an honor without respon- 
sibilities—great and serious responsi- 
bilities. After having a slight insight 
into the year’s activities of Mr. Henry 
C. Perry, I realize that these respon- 
sibilities must be taken very seriously. 
One should not accept this honor un- 
less he is willing and is resolved to 
meet these responsibilities face to face. 

I mention this early period of the 
life of The Institute. While this an- 
nual meeting represents the close of 
the seventh year of the organization's 
existence, it can still be considered in 
the developmental stage, during which 
we are striving to make it fill a useful 
purpose in the affairs of the day. 

Our Institute, national in scope and 
character, holds a rather unique posi- 
tion. It has no axe to grind. It is not 
a trades association sponsored by an 
industry to promote and expand the 
activities of that industry. It is not a 
professional's organization planned to 
attain increased business or new en- 
gagements for members of that profes- 
sion—but is an organization consti- 
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tuted of controllers from industry at 
large whose object is to stimulate and 
aid controllers to do a better job as 
officers of their companies; or to state 
this in another way—The Institute has 
the purpose of developing a better 
understanding of controllers’ responsi- 
bilities—a realization of the ethics of 
controllership and an open mind as to 
advances in the art of controllership 
necessary to keep abreast of the social 
and economic development of our 
country. 

The 1,100 members of The Institute 
are giving of their time and paying 
their dues not as a contribution to a 
worthy cause, but because they feel 
the need for and realize the value to 
them of the service that The Institute 
is in a position to supply. 

In the early days of The Institute 
much thought was given to defining 
and standardizing the duties of the 
controller, with a view to establishing 
his status in the corporate structure. 
That job has been well done. 





Might we now apply our efforts to 
the equally important program of 
awakening the controller to his op- 
portunities ? Business is always looking 
for the man who can qualify under the 
rigid specifications of the controller. 


THE INSTITUTE’S PROGRAM 


The Institute Planning Committee 
recently submitted a report to the Di- 
rectors in which, along with other im- 
portant pronouncements, it stressed 
that The Institute’s activities fell into 
two general classes—current and long 
range; long range as to general polli- 
cies but current as to new subjects 
purely technical in character. These 
are constantly presenting themselves 
for study and consideration by The 
Institute, as members propound their 
problems, as legislation is enacted af- 
fecting the work of the controller and 
the procedures to be followed by busi- 
ness entities, as demands are made or 
opportunities present themselves for 
cooperation with governmental agen- 
cies and other organizations. Many 
of these problems demand prompt at- 
tention and handling. 

It is the responsibility of the officers 
and directors to plan the program of 
activities so that the current activities 
fit in with the long range objectives, 
and with the view that they, if carried 
to a logical conclusion, will strengthen 
the controllers’ value to their com- 
panies, to industry, and to the state 
and federal government agencies. 

Your directors in 1933 adopted a 
Declaration of Principle to which we 
all can very readily subscribe and which 
it is well to keep before us as a sound 
principle: 


“The Controllers Institute of America 
stands for the observance of the highest 
ethical standards in corporate accounting 
practice and in the preparation of reports 
of financial and operating conditions of 
corporations to their directors, stock- 
holders and other parties at interest, in 
such manner that all concerned may know 
the actual conditions in so far as such 
reports may assist in the determination 
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thereof. To that end, The Controllers 
Institute of America offers its advice and 
assistance in connection with any move- 
ment which has for its purpose the estab- 
lishment of better safeguards for the pro- 
tection of the investor.” 


All of us who have prepared regis- 
tration reports for the Securities and 
Exchange Commission know the sound- 
ness of this Declaration of Principle. 
This applies particularly to that func- 
tion of controllership that might be 
termed technical accounting, or re- 
sponsibility to the directors and stock- 
holders of the corporation. 


DuAL RESPONSIBILITY OF 
CONTROLLER 

Professor Wyman P. Fiske, in an ar- 
ticle appearing in a recent issue of 
THE CONTROLLER, under the title, 
“Training for Controllership,” points 
out the dual responsibility of the con- 
troller; the one being the responsibility 
to directors and stockholders, and the 
other the responsibility of controller- 
ship to management. This responsibil- 
ity requires that the controller take a 
proper and important position in the 
management of a corporation, func- 
tioning so as to provide the other divi- 
sions of the business enterprise with 
those facts, estimates and analyses 
which are essential to policy decisions. 
He has the important function of es- 
tablishing for management the direc- 
tion flags on the road to profitable en- 
terprise. 

In the keen competitive situations 
of today the controller's job is what he 
makes it. By keen competitive situa- 
tions, I refer not only to industry com- 
petition, but also to competition be- 
tween personnel within a corporation. 
In general, management today recog- 
nizes and rewards initiative and abil- 
ity. If the controller shows his ability 
to handle effectively and constructively 
the technical duties that are normally 
thought of as functions of the con- 
troller's department, he will soon find 
responsibilities Coming his way for ac- 
tivities allied to the other technical 
functions. 

I would be doing The Institute an 
injustice if I attempted at this time 
to present to you our program of activi- 
ties for the year 1938-1939, planned 
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to meet it objectives. We are in a 
time of changing conditions, and the 
officers and directors should hold them- 
selves in readiness to carry on activities 
and introduce new activities appro- 
priate to current conditions. 


ToDAY’s PROBLEMS 


There undoutedly will be new tax 
legislation in the next Congress. Can 
The Controllers Institute, or can you as 
a controller, be helpful in the develop- 
ment of a sound and sane revenue act ? 

The administration of the social se- 
curity act is bogging down here and 
there. Who is in a better position than 
the controller to be helpful in working 
with the state and federal administra- 
tive bodies, to clarify the situation ? 

The Securities and Exchange Com- 
mission has many problems which The 
Institute can be helpful in clearing. 
The Commission has indicated through 
conferences and specific inquiries its 
desire for the opinions representing 
the experience of controllers. 

The wage and hour law—the Fair 
Labor Standards Act—may offer many 
administrative problems in which the 
controller is vitally interested. 

Are you as a controller taking the 
proper interest in the civic develop- 
ments of your local community? The 
controller trained mind could be help- 
ful. 

Are the principles of accounting 
which we have come to consider as 
being fixed, necessarily the best prin- 
ciples under the new social order? 
Might not a modification of these prin- 
ciples develop a more nearly correct 
statement for the investor ? 

Are controllers using the most ef- 
fective methods in analyzing financial 
statements and presenting the results 
to their executives so as to prompt 
constructive action ? 

A subcommittee of the Senate Fi- 
nance Committee is making a study of 
profit sharing plans and other em- 
ployee relation programs, with a view 
to possibly incorporating in the next 
revenue act some sort of merit ratings 
for those companies operating under 
such plans. The controller should be 
the one most interested in following 
this legislation and its effect on his 
company. 


These, and many other situations are 
receiving the progressive controller's 
attention in his daily work. Can we 
make the advances in the art as thus 
developed available to the members 
of the Controllers Institute ? 

It is my belief that we can. That 
belief is based on the fact that mem- 
bers of The Institute have in years past 
given their complete cooperation in 
carrying out the program of the or- 
ganization and have manifested a high 
degree of interest in its work. With a 
continuance of that cooperation The 
Institute should continue to forge 
ahead and become even more useful 
than in the past. 

In conclusion I want to say that the 
success of the coming year’s program 
does not rest entirely on the shoulders 
of Arthur Tucker and your Directors 
and Officers. We are depending upon 
the local organizations and you as in- 
dividuals, and must have the whole- 
hearted support and cooperation which 
you have given so generously in the 
past years. 


Mr. Seybold has been connected 
with the Westinghouse Electric and 
Manufacturing Company for practi- 
cally his entire business career which 
began in 1907 when he graduated 
from Purdue University with the de- 
gree of Bachelor of Science in Elec- 
trical Engineering. He is a native of 
Rockville, Indiana. 

Becoming associated with the West- 
inghouse Electric and Manufacturing 
Company in 1907, he worked through 
the Sales Department to the Executive 
Department and was elected comp- 
troller October 1, 1931. To that title 
was added the rank of vice-president 
on October 31, 1934. Mr. Seybold is 
a director of the Union National Bank 
of Pittsburgh, of several clubs in Pitts- 
burgh, and the Bankers Club, Pitts- 
burgh and New York. 

Mr. Seybold became a member of 
The Controllers Institute of America 
on November 22, 1933, and has served 
as a member of its Board of Directors 
since September, 1937. Mr. Seybold 
was chairman of the Committee on 
Cooperation with the Securities and 
Exchange Commission during the past 
year. 
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Nearly Seven Hundred Attend Annual 
Assemblage of Controllers 


Controllers Institute of America Stages Largest Meeting—Two Days of Conferences and 
General Sesstons Produce Wealth of Constructive Material—Committee Praised for 
Successful Affair—RoscoE SEYBOLD Elected President of Organization for Coming Year. 


Six hundred and_ eighty-three 
members and visitors registered at 
the Seventh Annual Meeting of The 
Controllers Institute of America, 
which took place September 26 and 
27 at the Waldorf-Astoria, New 
York City. This is by far the largest 
number to attend an annual meeting 
of The Institute. The large attend- 
ance was due partly to the continual 
growth of the membership of the 
organization, and partly to the par- 
ticularly attractive program of sub- 
jects and speakers which had been 
prepared. Many members of The In- 
stitute have taken occasion to praise 
the convention as a whole, the pro- 
gram, the arrangements, which were 
carried out without a hitch; and in 
particular the Convention Commit- 
tee and the officers of The Institute 
who were charged with the respon- 
sibility of arranging and conducting 
the meeting. 

This annual assemblage of control- 
lers has taken its place as a fixture 
in the year’s calendar, a major event 
which has proved its usefulness in 
enabling controllers and financial of- 
ficers to smooth out troublesome fac- 
tors in their work and to improve 
their technique in carrying out their 
routine procedures. 

Mr. Roscoe Seybold, vice-presi- 
dent and controller of the Westing- 
house Electric and Manufacturing 
Company, Pittsburgh, was elected 
president of The Institute for the 
coming year. Mr. Henry C. Perry, 
of the Heywood-Wakefield Com- 
pany, Gardner, Massachusetts, the 
retiring president, presided over sev- 
eral of the sessions of the Annual 
Meeting and turned the gavel over 
to Mr. Seybold at the close of the an- 
nual dinner. 


Interest in the technical group con- 
ferences and in the subjects presented 
in the general sessions, ran high. 
Those who attended took away with 
them a great deal of useful informa- 
tion. 

The addresses and _ discussions 
which made up the program will ap- 
pear in The Institute’s 1938 Year 
Book. Every effort is being made to 
publish it promptly. 

Portions of the addresses and dis- 
cussions will probably be published 
separately, in pamphlet form, and 
will then be made available to non- 
members at reasonable prices. Some 
of the papers will appear promptly 
in the columns of ‘The Controller.” 
Two of them are published in this 
issue. 

OFFICERS ELECTED 


The complete list of officers 


elected: 


President 
Mr. Roscoe SEYBOLD, Westinghouse 
Electric & Manufacturing Company, 
Pittsburgh. 


Vice Presidents 

Mk. V. L. E.uiott, Atlantic Refining 
Company, Philadelphia. 

Mr. F. G. Hamrick, American 
Smelting & Refining Company, New 
York City. 

Mr. Oscar N. LINDAHL, Universal 
Atlas Cement Company, Chicago. 
Mr. Epwarp V. MiILLs, Fireman’s 
Fund Insurance Company, San Fran- 

Cisco. 

Mr. Leroy V. Porter, New York 

Central System, New York City. 


Treasurer 
Mr. O. W. BREWER, American Gas 
Association, New York City. 





Secretary-Controller 
(Managing Director) 
Mr. ARTHUR R. TUCKER, New York 
City. 
DIRECTORS 


Directors for terms of three years 
each were elected as follows: 


FRANCIS J. Brett, Niagara Hudson 
Power Corporation, New York City. 

WESLEY CUNNINGHAM, General Pe- 
troleum Corporation of California, 
Los Angeles. 


_V. L. Etuiott, The Atlantic Refining 


Company, Philadelphia. 

Epwarp C. Hor, The American Brake 
Shoe & Foundry Company, New 
York City. 

Oscar N. LINDAHL, Universal Atlas 
Cement Company, Chicago. 

JOHN H. McGioon, McKesson & 
Robins, Inc., Bridgeport, Connecti- 
cut. 

EpWARD V. MILLs, Fireman’s Fund 
Insurance Company, San Francisco. 


Mr. Robert Meyer and Mr. Wil- 
liam F. Sigg were elected auditors 
for terms of one year each. 

The program announced in ad- 
vance was carried out as planned, 
with one exception, Mr. Carroll 
Daugherty, chief economist of the 
Wage-Hour Administration, appear- 
ing in place of Honorable Elmer F. 
Andrews, who was prevented at the 
last moment from attending. The 
address of Honorable Richard C. 
Patterson, Jr., Assistant Secretary of 
Commerce, was broadcast on the blue 
network of the National Broadcast- 
ing Company. 

The annual dinner has been estab- 
lished as a most enjoyable social pe- 
riod with which to bring the con- 

(Please turn to page 300) 
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FLASHES FROM CONVENTION 
CORRIDORS — CONTROLLERS’ 
SEVENTH ANNUAL MEETING 


“A study of monopoly is only part 
of the job of the Temporary National 
Economic Committee. The ultimate ob- 
jective is an inventory of American busi- 
ness. We are pausing to take stock of 
our business machinery—to see how it is 
put together and what makes the wheels 
turn. This study will not be confined to 
business practices alone. Governmental 
controls affecting business must likewise 
be scrutinized. .... ” Honorable Ricu- 
ARD C. PATTERSON, JR., Assistant Secretary 
of Commerce. 


Unquestionably the Best 
Annual Meeting 


“I want to congratulate you on the 
number of members attending the An- 
nual Meeting, and on the general excel- 
lence of the entire program. It was un- 
questionably the best annual meeting 
which The Institute has ever held. ... . 4 
Mr. J. S. Learoyd, Jr., Hygrade Sylvania 
Company. 


Interest Intensified 


“I just want to drop you this line to 
reiterate what I said to you before leav- 
ing New York, about the wonderful an- 
nual meeting we have just concluded. 
Not only were the programs some of the 
best we have ever had, but the interest 
on the part of the members and visitors 
was more intensified. .... OMe... P:. J. 
Urquhart, Aluminum Company of America. 


Congratulations on Success of Annual Meeting 


“I send you my hearty congratulations 
on the success of our annual meeting. 
Though I was able to be present only the 
first day I found more inspiration and 
more meat in the papers and discussions 
than I did the previous year. I am sure 
you are very happy about the success of 
the meeting. ... . 


Function at Very Center 


“You controllers function at the very 
center of the business organism. I doubt 
that any other group can rival the breadth 
and diversity of your contacts with the 
various aspects of our economic opera- 
ons. . ... ”* Honorable RicHARD C. Pat- 
TERSON, JR., Assistant Secretary of Com- 
merce. 


Heard Nothing but 


Complimentary Remarks 


“Accept my congratulations on the 
success of the Seventh Annual Meeting. 
It was a fine gathering of men and the 
large registration certainly showed that 
the members are very much interested. 
I heard nothing but complimentary re- 
marks about the program, and the elec- 
tion of the President and Vice-presidents 
is fine. The Institute members should be 
very proud of the officials. .... O° (X= 
tract from letter from Daniel H. Bender 
dated September 28, 1938.) 


Feels Well Repaid for Time Spent 
at Annual Meeting 


“I want to express to you my apprecia- 
tion of your efforts in bringing together 
such a high grade group of speakers to 
address The Institute. For my part I came 
away well repaid for the time spent and 
with the hope that the annual meeting 
can be extended to include another day 
of conferences. .... |! ae) Sree GLY 
Merchants Mutual Casualty Company, Buf- 
falo. 


Reached Maturity in Type 
of Conventions 


“The program of the Institute was 
wonderful this fall, and you have reason 
to feel proud of the outstanding features 
which The Institute offered this year. It 
is great to know that although we are 
young in years so far as the life of asso- 
ciations is measured we have reached 
maturity in the type of conventions 
which we have. This year it was better 
than ever.” . . . . Professor J. H. Shields, 
Duke University. 


Form SS-3, Employer's Information 
Return, Abolished 


The Social Security Board calls the at- 
tention of employers subject to title VIII 
of the Social Security Act to the Treas- 
ury Department’s recent decision abolish- 
ing, as of September 30, 1938, Form SS-3 
entitled “Employer’s Information Return,” 
which employers have been required to 
file with local collectors of internal reve- 
nue when an employee reached age 65 or 
died before reaching that age. 

According to the Treasury decision, 
Form SS-3 should not be filed by em- 
ployers “for any employee who dies after 
September 30, 1938, or whose sixty-fifth 
anniversary of birth occurs on or after 
October 2, 1938.” 








| Wants Information 
Concerning Distribution System by 
Product Classification 


A manufacturing company in the 
| midwest is planning to insiall a sys- 
| tem of distributing its selling, admin- 
istrative and general expenses by 
product classification. The controller 
is desirous of obtaining some informa- 
tion concerning such a system from 
other controllers who are using such 
systems. An outline of such a system 
will be helpful. Please communicate 
with the Editor of this magazine. 


|| 
| 











At the same time the Board emphasized 
that abolishment of Form SS-3 has no 
bearing on the filing of Form OAC-1001, 
entitled “Statement of Employer”’—the 
final employee wage report under the 
Federal old-age insurance system. Em- 
ployers should continue to file this form 
with the nearest Social Security Board 
office when an employee reaches age 65 
or dies before reaching that age. 

The Board pointed out that abolish- 
ment of Form SS-3 is another step in the 
program of the Board and Treasury De- 
partment to simplify and reduce the num- 
ber of reports required of employers 
under the Federal old-age insurance pro- 
gram. Marked progress was made in 
this when these agencies worked out 
Form SS-1a for the periodic reporting of 
employee wages under the system. Form 
SS-1a combined three previous forms and 
is required only quarterly. It was put 
into use the past April for the report of 
employee wages covering the first quarter 
of 1938. 


Message to Los Angeles 
Control’s Members 


President H. T. Short of the Los Angeles 
Control recently addressed a letter to mem- 
bers of the Control saying, in part: 

“We are entering upon our third year 
and it is gratifying to realize the steady 
growth in our membership. ... . 

“In my estimation the real value of our 
Institute lies in two main factors—meet- 
ings that are constructive and interesting, 
and in the personal association gained at 
and through the meetings... . . 

“I am hoping to arrange two joint meet- 
ings with the San Francisco Control, so 
that we will have concerted action when 
any questions arise. We are to be congratu- 
lated upon the election to the National 
Board of Directors of Mr. Wesley Cun- 
ningham. It is an excellent selection and 
we will be ably represented.’’ 





co 
mQ«¢ 
to 


rez 
ing 
ret 
cor 
dic 
bee 


its 


par 
to. 
ing 
dea 
inv 
pan 
des 
of | 
pan 
Par 
con 
vest 
inve 
the 


som 


gen 
Rob 





The Controller, October, 1938 








to Controllers and Financial 


Officers 














Statements of Old-Age Insurance 
Accounts Sent to Workers 


Any worker for whom an old-age in- 
surance account has been established may 
obtain from the Social Security Board a 
statement showing the amount of wages 
credited to his account for 1937 on the 
basis of reports made by employers. For 
the convenience of those who want such 
a statement the Board has sent to all its 
field offices postcards which have printed 
on them the request for wage informa- 
tion. Space is left for the wage earner to 
write in his name, account number, and 
address. The card is to be mailed to the 
Social Security Board, Candler Building, 
Baltimore, Maryland. A second form has 
also been made available at all field 
offices for the use of any one who believes 
that he earned wages that were not re- 
ported. On this form the wage earner 
is to list each employer for whom he has 
worked, how long he was employed by 
each, and the wages he received. 

Request for statements of wage ac- 
counts already have been received from 
more than 12,000 wage earners, according 
to John J. Corson, director of the Board’s 
Bureau of Old-Age Insurance. The Bu- 
reau, he said, had replied to those mak- 
ing such requests and had received in 
return an almost negligible number of 
complaints that the statements of wages 
did not include all the wages they had 
been paid. 


Study of Investment Trusts 
Is Progressing Steadily 


The Securities and Exchange Com- 
mission recently transmitted to the Con- 
gress Chapters III and IV of Part Two of 
its over-all report on the study of in- 
vestment trusts and investment com- 
panies, which it has conducted pursuant 
to Section 30 of the Public Utility Hold- 
ing Company Act of 1935. Chapter III 
deals with the sales and repurchases by 
investment trusts and investment com- 
panies of their own issues. Chapter IV 
describes the trading in the security issues 
of investment trusts and investment com- 
panies. The remaining four chapters of 
Part Two will contain various statistical 
compilations relating to ownership of in- 
vestment companies, their performance, 
investors’ experience and portfolios for 
the period 1927 through 1936, and in 
some cases through 1937. 

The study and report were under the 
general supervision of Commissioner 
Robert E. Healy. 








| AN APPRECIATION 

I have just completed the read- 
ing and analysis of your valuable 
contribution to the September is- 
sue of THE CONTROLLER. I wish 
we could have more like it. You 
have not only set forth the re- 
quirements underlying adequate 
training in controllership, but 
added a touch of understanding 
which arises in the experience of 
every man who deals with these 
problems in business. I am sure 
that our Committee on Education 
is working in the right direction 
and should be congratulated in 
having so authoritative a spokes- 
man as you in its membership. 


.”’ A letter from Former | 
President HENRY C. Perry, of 
The Controllers Institute of Amer- 
ica, to PROFESSOR WYMAN P. 
FisKE, of Massachusetts Institute 
of Technology, an associate mem- 
ber of The Institute, and a mem- 
ber of its Committee on Educa- 
tion. 











Old-Age Insurance Claims Paid 
Pass 200,000 Mark 


With its procedure for handling old- 
age insurance claims now fully devel- 
oped, the Social Security Board an- 
nounced recently that it has authorized 
more than 200,000 single cash payments 
to wage earners who have reached age 65 
and to the heirs or estates of those who 
have died. The 200,000th benefit payment 
was approved in the first week of Sep- 
tember by the Bureau of Old-Age Insur- 
ance. 


Report on New Securities Effective 
in August 


During August, 1938, a total of $394,- 
433,000 of new securities became fully 
effective under the Securities Act of 1933. 
Included in this amount were $78,465,000 
of stock issues that were registered for 
reserve against the conversion of other 
securities, so that the total, net of these 
reserved securities, was $315,968,000. 
This is the highest figure for any month 


since June, 1937, and compares with 
$222,595,000 for July, 1938, and $224,- 
459,000 for August, 1937. 


Establishes Bureau To Handle 
Employment Matters 


The Cleveland Control has established a 
medium for exchange of information among 
its members with respect to employment 
matters. It is believed that the members 
of the Control can be helpful to one an- 
other in securing employees for specified 
positions, and in placing employees whom 
controllers are obliged to release but who 
can be recommended for employment. 

Mr. J. H. Black, of the Bailey Meter 
Company, who is assistant secretary of the 
Cleveland Control, is to handle these mat- 
ters for the Control. 


“ESTATE TAX DEDUCTION FOR 
CHARITY; FORMULAS FOR REDUC- 
TION OF THE DEDUCTION: This is a 
pamphlet made up of reprints from Legal 
Notes Department, edited by Harold Dud- 
ley Greeley, attorney-at-law, New York, 
in recent 1938 issues of “The Journal of 
Accountancy.” Formulas for reduction of 
the deduction are given to solve the un- 
certainty which results from the computa- 
tion of two complicated, mutually depend- 
ent taxes by two separate and independent 
taxing bodies, the Bureau of Internal Reve- 
nue and the state commission, board, or 
bureau. In the May issue a basic formula 
is applied to a specific case and demon- 
strates a method of computing the federal 
estate tax when the state estate tax was as- 
sumed. Neither of these taxes can be finally 
determined separately, but both can be 
computed in one operation by the use of a 
modification of the basic formula. 


Reviewed by Harvey M. KELLEY. 





Inquiries Concerning Institute Invited | 
The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
professional organization composed 
of nearly 1,100 controllers of the 
| larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 
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®@ The Chesapeake and Ohio Railway 
Company has long been recognized as 
one nf the most efficiently managed rail- 
roads in the United States—and this 





methods as well as to the more obvious 
phases of this company’s activities. 


For 26 years, the Comptometer has 
played a major role in C & O figure- 
work methods ... kept C & O figure 
work on fast schedules. In the entire 
C & O organization, a total of 165 
Comptometers (including 71 Electric 
Model K machines) are used on such 
varied work as checking multiplica- 
tions which represent the basis of this 
road’s proportion on interline settle- 
ment sheets, dividing passenger mile- 
age sheets, making extensions for the 
issuance of statement of differences and 
corrections, verification of both inter- 
line and local passenger accounts and 
freight waybills; also in handling other 
miscellaneous figure work where speed 
and accuracy are essential. 


Comptometers are also used for zone 
revision, auditing overcharge claims, 
payrolls, bills, vouchers and car 
accounting. 


C & O officials report complete satis- 
faction with Comptometer machines 
and methods. 











The George Washington, crack Chesapeake and Ohio Flier, pulling ou 


COMPTOMETERS keep € & 0 figure work on fast schedule 


efficiency applies to C & O figure-work: 








t of Washington, D.C., bound for Cincinnati, Louisville and points west 
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Comptometer Bureas of C & O’s Auditor of Revenues at Richmond, Va. The work 
handled on this Comptometer “battery” includes addition, subtraction, multipli- 
cation and division. The Shaw-Walker Desks shown here are specially designed 
for Comptometer use. 


© A Comptometer represen- 
tative will gladly demon- 
strate (in your office, on 
your job) how Comptom- 
eter methods can save your 
concern’s time and money. 
Telephone your local 
Comptometer office, or 
write direct to Felt & 
Tarrant Mfg. Co., 1734 N. 
Paulina St., Chicago, Ill. 


METER 


THE ELECTRIC MODEL K COMPTOMETER 


COMPTO 


Reg. U. S. Pat. 
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Nearly Seven Hundred Attend 
(Continued from page 295) 
vention to a close. Many happy 
reunions of friends and former co- 
workers took place, and felicitations 
were heard on every hand over the 
success of the annual assemblage. Dr. 
Arthur E. Morgan, former chairman 
of the board of The Tennessee Val- 
ley Authority, spoke interestingly of 
the need for accurate accounting for 

government enterprises. 
The Convention Committee, un- 
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der the direction of Mr. Francis W. 
Rauhe, of the American Chicle Com- 
pany, received many compliments for 
the very successful affair. 

Members were present represent- 
ing every Control except Los Angeles. 
Good-sized delegations were present 
from Pittsburgh, Chicago, Philadel- 
phia, New England, Syracuse, Roches- 
ter, Buffalo, Bridgeport and Washing- 
ton. The San Francisco Control was 
represented by Mr. Frank J. Meley, 
of the H. C. Capwell Company, of 


Oakland. Twin Cities Control was 
represented by Mr. Stacy L. Angle, 
of the Minneapolis-Moline Power 
Implement Company, Minneapolis; 
and the Milwaukee Control by Mr. 
J. Fred Hunt, of the Kimberly-Clark 
Corporation, Neenah, Wisconsin. 
Detroit and Cleveland Controls as 
well as St. Louis and Cincinnati had 
good-sized delegations in attendance. 

Plans for regional conferences in 
various sections during the coming 
six months will be announced soon. 


Controllers Have Widened Sense of 
Responsibility to Management 


Vastly Greater and More Complex than Heretofore—Controllers’ Big Opportu- 
nity Is to Give Voice and Emphasis to Data Which Lies Within Their Reach— 
Must Translate Information for Each Group—Address by HENRy C. PERRY. 


T was an inspiring and constructive 

message that was presented to mem- 
bers and guests of The Controllers In- 
stitute of America by Mr. HENRY C 
Perry at the close of his term as Presi- 
dent of the organization at the Seventh 
Annual Meeting at Hotel Waldorf- 
Astoria on September 26—a message 
that was in keeping with the series 
of communications which PRESIDENT 
PERRY had given the members during 
the year through the columns of this 
publication. 

—THE EpITor. 


Like yourselves, I have listened to 
the benedictions of outgoing presi- 
dents in various fields of endeavor. 
Traveling the same by-paths I con- 
sider that many of them fail in phi- 
losophy. On the one hand they dwell 
upon their own shortcomings, and 
on the other show undue paternal 
solicitude for those who succeed 
them. This report will purposely be 
different. First, because you men 
have been made generally familiar 
with our progress during the year, 
and secondly because you want to 
look forward and for that reason 
seek the refreshing influence of a 


new viewpoint and new methods of 
approach. 

No man honored by the presi- 
dency of The Controllers Institute of 
America, having given his best, need 
apologize for personal failure to 
achieve larger things. He is an ad- 
ministrative officer only and what- 
ever is accomplished depends almost 
wholly upon the Board of Directors, 
the Committees in charge of national 
affairs, the managing director and 
the officers of local Controls. All 
anyone can do in such circumstances 
is to weave these influences into a 
fabric of general policy, and give in- 
terpretation and expression to their 
work for the information and guid- 
ance of the membership. Having had 
no extravagant hopes to begin with, 
I am not disillusioned or disap- 
pointed. After all, what I or any 
man may do is of small moment 
compared with what we do as an 
organization. 

Where do we find ourselves today ? 
We close the year a solvent institu- 
tion. Our finances have been care- 
fully budgeted, and there is a favor- 
able balance in the treasury with 
which to begin the new year. 


Your membership now numbers 
1071 controllers and with fifteen ap- 
plications pending to be acted upon 
by the Board tomorrow, and a num- 
ber of additional applications in 
hand which have not been com- 
pleted, we begin the new fiscal year 
with approximately 1100 members. 
Notwithstanding the fact that we 
have been moving through a period 
of reduced business activity, 244 ap- 
plications were approved during the 
year, compared with 235 in the year 
preceding. We have every reason to 
expect that applications will rise and 
fall with the economic tide, but each 
year brings additional evidence that 
the benefits conferred by member- 
ship are gaining the confidence and 
support of controllers who repre- 
sent the major business interests of 
the country, and you need only con- 
sult your Year Book for a determi- 
nation of the quality built into The 
Institute. The importance of selec- 
tivity has been emphasized in the 
past, and there has been no change 
in policy during the year. There 
should be none. 


(Please turn to page 302) 
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Save Time, Worry, Taxes - Order Now! 
MONTGOMERY’S two new 


o/ VAX HANDBOOKS for 1938-39 


FEDERAL INCOME TAX HANDBOOK 


corporate and individual income taxes, capital stock tax; excess profits tax; 
taxes on undistributed earnings of personal holding companies and im- 
properly accumulated earnings of other corporations; stamp taxes on issue 


and transfer of stocks and bonds 


and Federal Taxes on ESTATES, TRUSTS and GIFTS 


estate tax; gift tax; income tax as this affects estates and trusts 


The tax guide that gives you—Legal and Accounting view- 
points combined at every step; Expert comments and counsel 
on application of each tax; Specific recommendation of pro- 
cedure to follow; Trustworthy interpretation of new or doubt- 
ful provisions. 


AX problems you face this year offer unprecedented complica- 
tions. In the Revenue Act of 1938, you have dozens of new pro- 
visions to which you must adjust your tax work. 

Under this new law, it is more important than ever for taxpayers 
and their counsel to consider options which they are permitted; and 
to exercise the option in any particular transaction or accounting 
method which results in the minimum tax. More and more, your 
important opportunities to make tax savings lie in your handling of 
unsettled or doubtful points; in your use of judgment where there 
are alternative courses. 

Montgomery's new Tax Handbooks for 1938-39 help you take the 
initiative confidently in all tax matters involving policy and planning; 
to take the long-range viewpoint in selection and application of right 
procedure. 


Everything on Tax Questions in One Place 


From your point of view, the big, vital advantage these books offer 
can be summed up in a few words—they give you a trustworthy net 
answer, A nationally known authority and a corps of legal and ac- 
counting specialists have done the work of research for you. They 
have interpreted the new law—together with the reams of cases, rul- 
ings, and decisions that apply—into short, decisive final recommenda- 
tions of what to da—NOW and all through the year. 

The things that count in your tax work are all in these Handbooks, 
brought to your fingertips by convenient arrangement and indexing 
developed through years of experience—all references right where 
they are needed ; handy indexes to court and Tax Board decisions, text 
of manual, rulings, regulations, and sections of the law. 


Order Your Copies Now 


ACCOUNTING firms, law firms, banks, and business 
organizations all over the country use the Montgomery 
Tax Handbooks year after year. We are sure it will 
pay you to use them. The Federal Income Tax Hand- 
book is $10.00; Federal Taxes on. Estates, Trusts and 
Gifts is $7.50. If you order the two volumes, you get 
them at the 


SPECIAL COMBINATION 
PRICE: $15 for both books 


Order now; copies will be ready in November. If the 
Handbooks, when you receive them, do not satisfy 
you, if you are not convinced that they will be worth 
their price to you many times over, you may return 
them. Use the handy advance order form at right. 













CO 
Prepared by an Outstanding Authority 


ROBERT H. MONTGOMERY 


Counsellor-at-Law ; Certified Public Accountant; of Lybrand, 
Ross Bros. & Montgomery; Past President, American. Institute 
of Accountants; Author of “Auditing,” “Federal Tax Prac- 
tice,” ete. 

—with a staff of Legal and Accounting Specialists. 

















Prompt Action Vital! 


HE new and highly complicated corporation income tax will con- 

stitute a problem to all corporate taxpayers. The new capital 
gains and losses provisions will affect almost every taxpayer, cor- 
porate or individual. You want prompt information about these, 
about the new treatment of losses from worthless securities, and 
many other provisions of the new law which require action this year, 
to make tax savings or prevent excessive tax liability. 

If you are an officer of, or auditor for, a corporation which is con- 
templating early liquidation—for itself or a subsidiary—or which has 
acquired property in liquidation of a 
subsidiary between specified dates, you 
may be able to realize substantial tax 
savings by exercise of options granted 
by the law—provided you take in time 
the steps required. 

Montgomery’s new Tax Hand- 
books will give you the guidance you 
need. 


Make Sure You Get 
This Counsel ; 


Order Your Handbooks NOW 


18° of the famous 


Montgomery Tax Manuals 


~~ Mall This Foam Now Oe ee es 


THE RONALD PRESS COMPANY 

m Dept. M252, 15 East 26th St., New York, N. Y. 
Please send me, as soon as issued, Montgomery’s tax 
books as checked: 

[ ] Federal Income Tax Handbook 1938-39, $10.00 

{ ] Federal Taxes on Estates, Trusts, Gifts 1938-39, $7.50 
[ ] Both the books at special combination price of $15.00 
Within 5 days after the books reach me, I will remit the 
price stated, plus a few cents for delivery. Or, if they 
are not satisfactory, I will return them to you within 
that period. 
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(must be filled in unless you send cash) 
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Controllers Have Widened 
(Continued from page 300) 


An increasing need for funds to 
expand the work of The Institute 
must not be met by any relaxation in 
membership standards, but might 
properly be budgeted by an increase 
in annual dues. It is the judgment 
of national headquarters that our 
members are receiving liberal re- 
turns on present membership cost, 
and if we are to grow in national 
service our resources should be ex- 
panded. There is, as an example, 
distinct need for broader territorial 
coverage by our managing director, 
and the facilities of the New York 
office should be increased in keeping 
with the dignity and prestige of the 
organization—all of which cannot 
be accomplished without adequate 
financing. 


AN IMPORTANT DEPARTURE 
This suggestion that membership 
dues be increased admittedly repre- 
sents an important departure from 
existing policy but it is, nevertheless, 
a subject for intensive thought and 
one upon which action should be 
taken in due course. 

One more word on membership. 
In the effort to increase our numbers 
the national office is interested only 
in supplementing the work of local 
Controls. You men in the field know 
whom you want as your associates, 
and it is your job to make the selec- 
tion, but it should be made in a spirit 
consistent with the demands for 
growth as a national organization. 

New Controls have been estab- 
lished in Buffalo, Syracuse and Balti- 
more, and there is a sufficient in- 
terest at large to justify continued 
activity in Indianapolis, Kansas City, 
Columbus, New Orleans, Seattle and 
Portland, Oregon. I consider the 
formation of local Controls one of 
the most important duties of national 
headquarters. The influence and 
value of The Institute are better dif- 
fused by the use of facilities which 
allow our members to gather at local 
meetings and, by the same reasoning, 
an essential community of interest is 
fostered by groups of minds work- 
ing together for common progress. 
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In the final analysis, progress comes 
from the rank and file of our mem- 
bers. 

Definite headway has been made 
by our national committees. The 
most outstanding accomplishment 
during the year is probably measured 
by the work of the Planning Com- 
mittee. This committee has issued a 
statement of objectives and policies 
influenced by developments during 
the past seven years, and it has 
earned the commendation and ap- 
proval of a large segment of our 
membership. Several worthwhile 
amendments were proposed in re- 
sponse to committee invitation, to be 
acted upon at the next meeting of 
the directors, and we will then have 
a platform to help in directing fu- 
ture effort into those channels which 
offer the greatest promise of further 
progress. We must know what we 
want to accomplish before we can do 
anything, and our purposes should 
be so well-defined that subject to 
flexibility of the times the objective 
is not obscured. As you examine the 
Planning Committee’s report, re- 
member that it means to suggest pro- 
cedure and not conclusions. 


PROGRESS BY COMMITTEES 


The Committee on Education has 
made a real contribution in obtain- 
ing cooperation from the American 
Association of Collegiate Schools of 
Business and the American Account- 
ing Association. Its detailed report, 
now ready for your examination, 
should create an interest which 
makes one conscious and proud of 
the opportunities provided in the 
field of controllership. 

The Committee on Ethics and Pro- 
fessional Standing has rendered a re- 
port, setting forth the duties and re- 
sponsibilities of the controller as 
demonstrated in the field occupied 
by our members. This report affords 
opportunity to compare your own 
assignment with a broad and diversi- 
fied analysis of the controller's func- 
tions in business enterprise. 

Other committees, cooperating 
with the Securities and Exchange 
Commission, the Treasury Depart- 
ment and the Social Security Board 





have done effective work. They have 
put their shoulders under the load 
and by energetic application in each 
case developed for The Institute a 
justifiable place in the activities of 
these Governmental Agencies. 

It has been our purpose actively to 
participate in the consideration of 
technical subjects and legislation 
which have a bearing upon the con- 
troller’s job. Group discussion of 
these subjects at local and regional 
meetings has produced material 
which not only broadens our mental 
frontiers but, in application, must 
contribute to individual job-effective- 
ness. The pages of our monthly pub- 
lication, a forum for your ideas, are 
replete with the results of this policy 
and testify to the substantial divi- 
dends received by the members. The 
Committee on Publications is to be 
congratulated upon its valuable con- 
tribution to Institute service. 


RESPONSIBILITY TO BUSINESS 
MANAGEMENT 

Close association with controllers 
and the affairs of The Institute give 
one a widened sense of the responsi- 
bility which we have to business 
management, and it is a vastly 
greater and more complex responsi- 
bility than we have had heretofore. 
If there is one compelling thought 
which comes to mind as the result 
of my experience, transcending all 
others in importance, it is this: How- 
ever ludicrous it may seem, almost 
every business is face to face with a 
hostile Federal Government and a 
hostile public. There is only one way 
to solve that problem. Business must 
find the facts, tell the truth about 
them and build good will in the pub- 
lic mind for itself. The underlying 
philosophy at the recent Interna- 
tional Management Congress was 
one of recognition and acceptance of 
management’s responsibility to the 
stockholders, the employees, the gen- 
eral public and the government. If 
this be the prevailing psychological 
background of business leadership, 
and I am certain it is, there is no bet- 
ter way of discharging our obliga- 
tion to management than by giving 
voice and emphasis to the data which 
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lies within the reach of every con- 
troller. 

Management must have this in- 
formation translated in such manner 
as to fit the understanding of each 
group which it informs, and as the 
right arm of management the con- 
troller occupies a key position in 
these relationships. Acceptance of 
this opportunity may well represent 
the controller's contribution to the 
successful operation of business en- 
terprise in the changing social and 
economic order, and give him a 
larger place in the councils of man- 
agement. There is no substitute for 
enlightened business leadership. 


APPRECIATES COOPERATION 

I have been gratified during my 
administration at the generous coop- 
eration extended by national and re- 
gional officers, and to them I express 
a deep sense of appreciation. There 
are many men in life who do not like 
the things that have to-be done. Not 
so with them. Their continued sup- 
port has constantly been a source of 
inspiration to me. To our managing 


director, I take off my hat. Prodi- 
gious and capable worker, enthusias- 
tic but with feet firmly on the 
ground, this Institute came into be- 
ing largely as the result of his initia- 
tive. In any line of business activity 
we discover men who tower above all 
others in their ability to do a certain 
thing effectively. He is one of them, 
and surrounds himself with a staff 
that reflects and responds to his own 
capabilities. The one warning I give 
my successor is this—watch out for 
Arthur R. Tucker. He is a Simon Le- 
gree in the flesh. 

Although the national and re- 
gional officers must continue to 
represent the backbone of The Insti- 
tute, we will not advance without 
the sustaining power of a_ well- 
manned and well-supported member- 
ship. Any worthwhile business or 
technical organization grows only 
through the enterprise and devoted 
service of those who pool their in- 
telligence and energy in the common 
effort, and seven years of work in the 
field available to us constitute only a 
beginning. This Institute is still 
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young in the influence which it may 
ultimately exert in the business com- 
munity. 

To controllers who have made the 
present record possible, I say this— 
having had a year of most direct as- 
sociation with you and your prob- 
lems, I have not found you to be the 
introspective, prosaic group pictured 
in the uninformed consciousness. To 
me, you are a group of regular fel- 
lows, the social and business philos- 
ophy of which should be the goal of 
anyone fortunate enough to find him- 
self in your company. Your coopera- 
tion and friendship have amply com- 
pensated for any investment of time 
and energy which the presidency has 
required of me during the past year, 
and I thank you for it. It is my con- 
viction that while following the 
highways of fellowship our combina- 
tion of idealism, independent think- 
ing and practical approach to the re- 
sponsibilities of The Institute will 
never allow us to degenerate into an 
organization of robots, Charlie Mc- 
Carthys and yes men. 
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REVIEWS of Recent Business Publications 


OPERATING RESULTS OF DEPART- 
MENT AND SPECIALTY STORES IN 
1937, by Carl N. Schmalz, published by the 
Graduate School of Business Administra- 
tion, Harvard University, Boston, Massa- 
chusetts, May, 1938; a pamphlet of 34 
pages, one half tables and charts and one 
half text. $2.50. 

Department store sales in 1937 were 4 
per cent. larger than 1936 in dollars with 
practically no change in physical quanti- 
ties. Also, after allowance for price 
changes, they were only slightly below 
sales for 1936, the all time high. 

Merchandise cost was 63.7 per cent. of 
sales and net business profit before federal 
income taxes 4.15 per cent. Both percent- 
age and dollar earnings were higher than 
for any year since 1929, except the peak 
year, 1936. Margin rates were at approxi- 
mately record levels. But for a high per- 
centage of expense, caused chiefly by heavy 
expenditures for personnel and taxes, 1937 
would have been more profitable than 1936, 
the best since 1929. 

Major problems were the cyclical decline 
of general business, higher compensation 
and in part shorter hours per employee, and 
the heavier tax burden. 


After examining the fluctuations in sales, 
inventories, and prices the author concludes 
that: On January 1, 1937, an executive 
could hardly have been more than mildly 
doubtful as to the outlook; on April 1 this 
doubt might have been reinforced but the 
evidence of an impending decline was not 
sufficiently strong to lead to active prepa- 
ration for trouble; but by June 1, 1937, 
the evidence was distinctly unfavorable, so 
that an executive should have become con- 
vinced that dollar sales shortly would turn 
down. Retail prices now (May) may be 
near bottom but sales movements do not 
confirm that point. Inventories should not 
be expanded in anticipation of large fall 
or Christmas business. 

This bulletin is the eighteenth annual re- 
port on the margins, expenses, profits and 
other operating results of 571 department 
and specialty stores with 1937 sales aggre- 
gating $1,713,380,000, more than 37 per 
cent. of the total sales of such stores in the 
United States. 

Reviewed by E. STEWART FREEMAN. 


JOURNAL OF THE AMERICAN STA- 
TISTICAL ASSOCIATION, _ published 
quarterly by the American Statistical Asso- 


ciation, 722 Woodward Building, Wash- 
ington, D. C. Free to members, $1.50 to 
others. 

The March issue contains several articles 
on consumer financing, and one on meas- 
uring radio coverage, also several on the 
distribution of securities and the capital 
markets. Donald B. Woodward of Moody’s 
Investors Service writes on “Changes in 
Capital Financing.” We points out that: 

“Working capital, which had reached a 
high level in earlier years, provided the 
major part of cash for the recovery in 
business capital expenditures from 1933 
to mid-1937.” .... “In 1933 and 1934 
business as a whole held its own and 
probably accumulated some funds. In 1935 
and 1936 and early 1937 capital outlays 
rose sharply, taking from working capital 
all of the amounts reserved for deprecia- 
tion, and causing working capital to dimin- 
ish sizeably. Funds from the capital mar- 
kets were inaccessible or unnecessary in 
any consequential amounts. The diminu- 
tion of working capital finally in 1936 sent 
the corporations to the banks for consider- 
able amounts, particularly as the tax on un- 
distributed profits became operative. The 
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rising demand for loans on the banks to- 
gether with the Federal Reserve action in 
raising reserve requirements caused heavy 
bank selling of bonds in 1937, preventing 
a new issue market just at the time when 
business needed such a market most. ... . 
Experiencing a working capital and cash 
position which was the poorest in a decade 
and going lower, unable to replenish it in 
the capital markets, and being pressed 
against retaining earnings by the undis- 
tributed profits tax, business capital ex- 
penditures declined violently.” 

The sources of gross capital formation 
are domestic individual savings and _busi- 
ness depreciation which do not appear to 
have been noticeably impaired, importation 
of foreign capital which promises to remain 
restricted, business saving from _ profits 
which has been discouraged, government 
credit which is an uncertain factor, and 
bank credit which has become increasingly 
important. While there may be little evi- 
dent change in the total quantity of bank 
credit there have been restrictions on its 
character. Attention is called to the in- 


creased passing of control of savings from 
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REVIEWS of Recent Business Publications 


private individuals to insurance companies, 
trusts, and the like, which are less willing 
or able to take chances. The conclusion is 
that expansion in the capital markets is 
likely to be restricted by many factors. 

“The Statistical Equivalent of Gold’ is 
discussed by Randolph Burgess of the Fed- 
eral Reserve Bank of New York. In his 
essay “The Moral Equivalent of War,” 
William James pointed out that “war has 
been the force that can discipline a whole 
community.” If there were no war the 
problem would be to find its equivalent. 
The gold standard was a mechanism in the 
financial field by which we might “subject 
ourselves collectively to severities.” Can 
we and will we do this without the pres- 
sure of a limited gold reserve? 

The June issue of the Journal contains 
several interesting articles on banks and 
banking. Among them is one by E. A. 
Goldenweiser, director of the Division of 
Research and Statistics, Board of Governors 
of the Federal Reserve System, on “The 
Function of Deposit Banking.’ He writes: 

“To continue to function within the ex- 
isting economic framework, banks must find 
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earnings and they can do this only by de- 
parting from traditional forms. Instead of 
liquidity, banks must look for soundness of 
assets and in this search they must render 
sufficient service to their communities, so 
that the communities do not feel that they 
can dispense with the banks. Within this 
system, the Federal Reserve has the func- 
tion of (1) regulating the cost and volume 
of money, although its powers in this re- 
spect are inadequate and must be strength- 
ened, and (2) being prepared to liquefy 
bank assets in cash in case of need. .... 
The Government itself must act as a com- 
pensatory agency to support national in- 
come when it threatens to contract.” This 
is not “laissez-faire,” which was never a 
reality but only a philosophy; rather it is, 
“laissez-vivre,’ for “the lives of millions 
literally depend on the proper functioning 
of our financial mechanism.” 

The most significant proposal for im- 
proving the basis on which reserve require- 
ments are determined is that of basing them 
on velocity as well as amount of deposits. 
It presents great possibilities but also great 

(Please turn to page 308) 
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REVIEWS of Recent Business Publications 


INDUSTRIAL PRICE POLICIES AND 
ECONOMIC PROGRESS, by Edwin G. 
Nourse and Horace B. Drury. Brookings 
Institution, Washington, D. C. 314 pages. 
$2.50. 

‘America’s Capacity To Produce,”’ ““Amer- 
ica’s Capacity To Consume,” and “The 
Formation of Capital” attempted an ap- 
praisal, both factual and theoretical, of the 
economic system. “Income and Economic 
Progress” attempted to classify and analyze 
the outstanding proposals for change in 
that system. Its conclusion was that the 
general economic welfare would be served 
best through a consistent policy of ex- 
panding real incomes by lowering the prices 
of goods and services as rapidly as costs 
can be reduced. This book, “Industrial Price 
Policies and Economic Progress,” is an at- 
tempt to follow up, explain, and emphasize 
that conclusion. 

The trend in the relation of prices to 
wages and profits and progress in respect to 
the type of goods sold at a given price are 
dealt with in the first three chapters. Be- 
tween 1870 and 1936 weekly wages in- 
creased more than two and one-half times 
and hourly wages three and three-quarters 
times as fast as wholesale prices. The most 
rapid progress was made between 1917 and 
1924, with further progress to 1930. Steady 
progress was made between 1870 and 1893 
but practically no sustained progress be- 
tween 1893 and 1917. For those who do 
not consider this very conclusive the trend 
is examined for individual products. Charts 
indicate that profits do not necessarily rise 
and fall in step with changes in the trend 
of prices. Much depends upon the effect 
of unit prices on volume of sales and of 
volume on unit cost. 

The effect of volume on cost is discussed 
in Chapter IV, “Large-Scale Production in 
Relation to Cost,” and Chapter V, ‘“Capac- 
ity Operation, Unit Cost, and the Structure 
of Prices.” The distinctive contribution by 
large-scale operation is the opportunity 
for mobilizing resources large enough to 
develop fully the potentialities of science 
and engineering, of personnel, and of the 
market. These merely permit management 
to obtain (according to its energy and 
skill) rather than automatically compel, 
reductions in cost. Examples are straight- 
line assembly in automobiles, stoves, and 
furniture, similar disassembly in meat pack- 
ing plants, specialized machinery, the 
spreading of the cost of research, design, 
dies, jigs, advertising, sampling, and the 
like, over many units of product. Even 
in 1929 plant and labor were employed 
at an average of only about 80 per cent. of 
“practically attainable capacity,” varying of 
course from vigorously growing industries 
like rayon to declining industries like 
wagon building. Additional output could 
have been obtained even then at relatively 


low marginal costs especially when the cost 
to society of labor unemployment is 
counted. But price-making activities, in- 
cluding the price of labor and of capital 
use, are too unskillful to enable the tech- 
nological system to render to the people the 
full service of which it is capable. 

The relationship between price and vol- 
ume of demand is studied in Chapter VI, 
‘Market Considerations Affecting Price 
Policy” and Chapter VII, “External Con- 
trols Which Affect Price Maker.” What 
will happen if the price is lowered or 
raised? As a rule, reductions in the price 
of consumers’ goods will tap lower-income 
markets and thus increase sales. This is 
especially true of luxury and convenience 
goods. Even in the case of such necessi- 
ties as food there is a big area of unsatis- 
fied wants. But this rule may not apply 
where there is snob appeal to an exclusive 
market. Also where quality is considered 
more important than price and the total 
purchases by an individual are small in 
relation to his income, customers may be 
so set in their ideas of the relation between 
quality and price as to make them sus- 
picious of a price reduction. In such cases, 
however, the ultimate effect after con- 
sumers have time to learn that quality is 
being maintained and to change their habit 
patterns may differ greatly in direction 
as well as degree from the immediate 
effect. Strategy is needed to handle such 
situations. The demand for producers’ 
goods is a derivative of the demand for 
consumer’s goods and will therefore gain 
in volume by any price reduction which 
will be passed on to the consumer. Small 
price differentials may make the difference 
between cost-saving equipment worth buy- 
ing and that which is not. A lowering of 
the price of one material may help it to 
compete with another. A change in the 
price of a major ingredient like lumber 
would however have more effect on demand 
than one in a minor ingredient like nails. 
Some price reductions may enlarge the 
total market and reduce the unemployment 
of capital and labor, others may promote 
substitution of products in competition for 
the consumer’s or producer’s dollar, while 
others may merely take business from a 
direct competitor. This leads to a discus- 
sion of the efforts of trade associations, 
financial influences, and of laws to cur- 
tail competition and of the anti-trust laws 
trying to work in the opposite direction. 

In the public mind the growth of giant 
corporations has long been looked upon as 
the most serious threat to the reduction of 
prices. Chapter VIII examines the pricing 
policies of various large corporations in 
the early period from the rise of Standard 
Oil in the 70’s to the “‘trust busting’’ days 
of 1904-11 and Chapter IX in the more 
recent post-war period. The concern which 


today tries to fence in an industrial high- 
way and exact an exorbitant toll from those 
who would travel this road to consumer 
satisfaction is in danger of defeating itself. 
The chemist will build a detour around 
him, the physicist will drive a tunnel under 
him, or a biological overpass will be de- 
vised. Science will find other methods of 
progress. 

The ancient and honorable supply-and- 
demand theory of price was predicated on rel- 
atively simple types of economic life in which 
farmers and other small producers took their 
goods to market and sold them for what 
they would bring. In those days there 
could be no pricing policy. The executive 
of a great corporation is no mere multipli- 
cation in size and power of the farmer or 
guild craftsman. He is a new functionary 
who by his pricing policies will determine 
in large measure the tempo of our economic 
progress. Much as he generally hates the 
phrase, he becomes in fact the economic 
planner of our society. Unfortunately a 
great deal of industrial price making sim- 
ply looks at a commodity as a cumulation 
of costs which added together plus a 
“proper” loading for profit gives the sell- 
ing price. If the goods do not move at 
that price, production is curtailed, capital 
is left idle, and the burden of unemploy- 
ment is thrown on the general public. This 
is a short-sighted policy blind to the inter- 
relationship of economic life and to the 
fact that cost is as much the result of the 
division of selling price as it is its cause. 
Plant costs per unit depend on the percent- 
age of capacity utilized. The possibility of 
improving technic depends largely on vol- 
ume of sales. The cost ‘“‘saved’” by unem- 
ployment comes back indirectly in restricted 
markets, added taxes for relief and crime, 
and the loss of labor, efficiency, and morale. 

Modern capitalism has many valuable 
dynamic elements. It undertakes heavy ad- 
vance commitments in plant, materials, and 
labor. But it has introduced static elements 
as well which endanger its survival. Out- 
standing among these is mechanistic cost- 
plus pricing and the shutting down of 
plants when prices are unsatisfactory. 
Dynamic price making, on the other hand, 
starts with the consumers’ wants and cour- 
ageously accepts the responsibility of find- 
ing a means of satisfying these wants 
within the limitations of their purchasing 
power. So long as people have unsatisfied 
wants and he has available productive re- 
sources, the industrial executive must find 
a way to bring them together. That is what 
business is: not policing an idle plant. If 
American business men demand the right of 
freedom of economic enterprise society in 
granting it to him many properly require 
that he use that freedom in the public 
interest. 

Reviewed by E. STEWART FREEMAN. 
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THE COST PRINCIPLE IN MINIMUM 
PRICE REGULATION, by Professor Her- 
bert F. Taggart. University of Michigan 
Bureau of Business Research, Ann Arbor, 
Michigan, 1938. It is Michigan Business 
Series, Vol. VIII, No. 3. 182 pages. $1. 

This Business Study is in part comple- 
mentary to the author’s ‘Minimum Prices 
under the N.R.A.,’”’ published in 1936. The 
scope, however, has been broadened to 
cover the current spread of legislation 
which attempts to use the no-sales-below- 
cost principle as a panacea for the annoy- 
ances of price competition. 

Rules against selling below cost are vari- 
ously defined. Every survey of costs in 
any field discloses a remarkably wide range 
between the low costs of the efficient con- 
cerns and the high costs of those unable to 
keep the pace. The apparent costs as dis- 
closed by different cost methods may show 
even wider variations. If only part of the 
cost, such as factory cost, is meant, the 
effectiveness sought is greatly reduced. If 
any costs are excluded the tendency will 
be for more and more border-line items to 
be classified among the excluded groups. 
Also there would be a tendency even to 
direct actual spending in ways which would 
get the results without handicapping the 
ability to compete on price. On the other 
hand, if all costs are to be included, one 
is faced with the undeveloped technic in 
respect to commercial costs and the diff- 
culty of defining upon what volume in- 
direct costs are to be computed. 

Where an average or so-called normal 
cost for the industry is substituted, the diffi- 
culties of practical enforcement lead in- 
evitably to mere price fixing arrangements. 
These may be piously based on ‘“‘cost,’’ but 
they are a far cry from the individual cost 
of high volume efficient enterprises. Pro- 
ponents of such legislation are willing to 
accept the apparently innocuous provision 
against sales below cost not because they 
believe that cost can be defined fairly and 
the rule enforced literally, but because they 
see in the rule a club with which recal- 
citrants can be forced into line by the mere 
threat of prosecution. Yet there are times 
when the costs of every concern as defined 
in the literal fashion are higher than sell- 
ing prices should be. Examples are the 
low volume times of depression and the 
death struggles of a decadent industry. 
Also there are times when economic prog- 
ress calls for a fine disregard of cost— 
in which temporary losses by a few hardy 
pioneers are far outweighed by long-time 
benefits to society. 

Thus every effort to impose such rules 
finds need for exceptions: to meet compe- 
tition, to dispose of distress stocks, to in- 
troduce new products, and for other pur- 


poses. These add to normal technical 
difficulties and make enforcement difficult, 
uncertain, and at the best slow. The dam- 
age done in the interval can not be undone 
and there is no adequate basis for restitu- 
tion. This type of legislation, if literally 
interpreted and enforced, will place an 
enormous burden on courts and officials 
and create an extraordinary amount of em- 
ployment for accountants. If, as seems more 
likely, the laws are not to be literally 
interpreted and enforced, they may better 
not be passed at all. 

While there may be situations in specific 
trades or industries in which the rule 
against sales below cost is harmless, it is 
dangerous from the over-all and long-term 
standpoint. While the popularity of the 
rule is still on the upswing and has not 
yet begun to wane (e.g., the California 
Unfair Practices Act), yet it is perhaps not 
necessary to worry too much about long- 
run effects since in the long run the rule is 
bound to be ineffective. 

Cost accounting is not primarily a price- 
making device. While it plays a useful 
part in the determination of pricing poli- 
cies and particular prices, its greatest use- 
fulness is as a tool of management in the 
field of internal control. It must prove its 
worth by providing knowledge to promote 
efficiency rather than by furnishing an auto- 
matic base for pricing. Its function is to 
furnish data on what to produce and how 
to produce it; on who is efficient and who 
is not and why; on wastes and losses and 
how to correct them; on savings and re- 
wards therefor; on what departments, 
branches, lines, and products are making 
money and what are not. It is in this way 
that in the long run it will promote lower 
prices and better products for society as a 
whole. Trade association encouragement of 
voluntary cost accounting for such pur- 
poses rather than for price fixing is very 
much worth while. Ignorance of costs is 
doubtless the most frequent cause of de- 
structive price cutting and certainly it is a 
serious impediment to the proper operation 
of the forces underlying economic conduct. 

Authoritative imposition of cost account- 
ing, on the other hand, would sacrifice the 
requirements of internal control by con- 
centrating on the price problem. New de- 
vices for control which conflicted in any 
degree therewith would stand little chance 
of adoption. Cost accounting is not a set 
of fixed rules universally recognized and 
universally applicable. It is too unde- 
veloped to be thus congealed, and trade and 
industry are far too complex to be neatly 
classified. While this complexity is the 
despair of trade association organizers it is 
the life of competition. A requirement that 
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Reviews of Books 
(Continued from page 307) 


everybody must keep costs would doubt- 
less bring about revolutionary improvements 
in the operations of many business con- 
cerns. In the same way the income tax 
and security acts each in its early days ex- 
tended certain accounting reforms which 
the thoughtful had long urged with little 
effect. Yet it is netorious that after such 
initial impulses have spent themselves gov- 
ernmental bodies tend to take a let-well- 
enough-alone attitude. Rules once adopted 
are changed only with much difficulty. We 
can see such effects of income tax regula- 
tions in respect to general accounting and 
in the long run we are likely to get similar 
results from the Securities and Exchange 
Commission. Authoritarian codification of 
cost accounting rules would blight the de- 
velopment of the science. 


Reviewed by E. STEWART FREEMAN. 


Reviews of Business Publications 
(Continued from page 305) 
difficulties. A more extreme proposal is the 
100 per cent. reserve, which contains a 
germ of real truth but its advantages are 
exaggerated. Its stress is on volume of de- 
posits whereas the ownership and the use 
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to which the money is put is fully as im- 
portant. Fractional reserve requirements 
give monetary authorities a greater leverage 
than the 100 per cent. reserve and thus can- 
tribute to making the volume of deposits 
more responsive to management. 

Lauchlin Currie, assistant director of the 
same division contributes an article on 
“The Economic Distribution of Demand 
Deposits’ At the end of 1933, total de- 
mand deposits excluding items in transit 
were 15.1 billion dollars with ownership 
divided 6.1 by business, 2.7 by finance 
companies (insurance, banks, brokers, and 
the like), 2.7 by public bodies (U. S., state, 
and local) and 3.6 by unclassified, personal, 
charitable, religious, and the like. By the 
end of 1935 business deposits had increased 
25 per cent., finance deposits by 102 per 
cent., public by 53 per cent., and unclassi- 
fied by 31 per cent., making an increase of 
45 per cent. in total deposits to 21.9 billion 
dollars. Thus at the end of 1935 business 
held 35 per cent. of the total deposits, 
finance 25 per cent., public 19 per cent., 
and unclassified 21 per cent. 

During this period the net activity-in- 
creasing expenditures of the Federal Gov- 
ernment amounted to more than 6 billion 
dollars. These were spent mainly for pur- 
poses which directly increased the incomes 
of individuals, and were probably used in 


large part to purchase goods and services, 
in part used to liquidate past indebtedness, 
and in part “saved.” While consumers in- 
creased their savings deposits by 2 billion 
apparently they did not substantially in- 
crease their demand deposits. The increase 
in unclassified demand deposits seems to 
have been due rather to investment funds 
withheld from investment by large holders. 
This also seems to be the explanation for 
the increase in the finance deposits. The in- 
crease of public holdings on the other hand 
is due to increased borrowings not yet made 
effective. Business raised virtually no new 
money from banks or the capital market 
and yet it increased its bank balances. Thus 
while the wave-like movements of business 
were caused by inventory changes the gen- 
eral increase could have been due only to 
government spending. 

An article by Norris O. Johnson of the 
Federal Reserve Bank of New York ex- 
plains the ‘New Indexes of Production and 
Trade” upon which work has recently been 
completed. "A Quarterly Series of Manu- 
facturers’ Inventories” is presented by D. C. 
Elliot of the Reconstruction Finance Cor- 
poration. Inventories of 487 companies 
were 4.8 billion dollars at the end of 1937 
as compared with 4.2 for 1929, 2.7 for 
1932, 3.6 for 1935 and 4.1 for 1936. 


Reviewed by E. STEWART FREEMAN. 








BOSTON 


This Calculating Service 





CHICAGO 


Economies in Statistical Service Insurance Accounting Service 
Economy in Market Research Insurance Statistical Service 





Recording & Statistical Corporation 
102 Maiden Lane, New York, N. Y. 


DETROIT MONTREAL 


Flexible Equipment of Punch Card Sorting, Tabulating and Accounting Machines 


SPECIALISTS IN 


Sales Analyses—Market Research and Questionnaire Tabulations— 
Public Utility Rate Studies—Insurance Standard Tabulations. 

Insurance Accounting—Department Store Customer Cultivation— 
Inventory and General Calculating Service. 


Estimates for preparing any current, special and peak- 
load analyses will be promptly submitted. 


The following books upon request will be mailed without charge: 
The Public Utility and the Rate Problem 


Unearned Premium Calculating Tables 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


NEW MEMBERS ELECTED 


At a meeting of the Executive Commit- 
tee of The Controllers Institute of America, 
held August 31, 1938, the applicants named 
below were elected to active membership in 
The Institute: 


RICHARD H. B. ADAMS 
The City Railway Company, Dayton, 
Ohio. 
J. H. BoTKIN 
The Pure Oil Company, Chicago. 
DupDLey E. BROWNE 
Lockheed Aircraft Corporation, Burbank, 
California. 
PauL H. CHAPMAN 
Pittsburgh Hotels, Inc., Pittsburgh. 
JosEPH A. EBERT 
Chesebrough Manufacturing Company, 
Consolidated, New York City. 
J. A. ELLEN 
Gulf Oil Corporation, Pittsburgh. 
F. GERALD HAWTHORNE 
Weston Electrical Instrument Corpora- 
tion, Newark, New Jersey. 
F. H. KAISER 
The Crane Company, Chicago. 
S. C. LAND 
Continental Steel Corporation, Kokomo, 
Indiana. 
HERMAN F. Lux 
The Lux Clock Manufacturing Company, 
Waterbury, Connecticut. 
C. J. MCABEE 
Samson United Corporation, Rochester, 
New York. 
Davip McGILvRAyY 
Seaboard Commercial Corporation, New 
York City. 
HERMAN S. NAEHER 
Thomas J. Lipton, Inc., Hoboken, New 
Jersey. 
LyLE H. OLSON 
The American Appraisal Company, New 
York City. 
BERNARD C. SCHAEFER 
Advance Paint Company, Indianapolis. 
KELLY Y. SIDDALL 
The Procter & Gamble Company, Cin- 
cinnati. 
GLENN STEVENS 
Wausau Paper Mills Company, Brokaw, 
Wisconsin. 
THOMAS S. TALLMAN 
Dunn and McCarthy, Inc., Auburn, New 
York. 
ELMER R. WALL 
Ducommun Metals & Supply Company, 
Los Angeles. 
EpwarD H. WEBSTER 
Queens Borough Gas and Electric Com- 
pany, Far Rockaway, New York. 
EpwarD B. WIEST 
New York Post, Inc., New York City. 
ARNOLD E. WOONTON 
New Process Gear Corporation, Syracuse. 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held September 27, 1938, the applicants 
named below were elected to active mem- 
bership in The Institute: 

GEorRGE I. BRIGDEN 
St. Joseph Lead Company, New York 
City. 


C. E. CHAMBERLAIN 
Andrevan Incorporated, New York City. 
L. W. CONOVER 
Eitingon-Schild Co., Inc., New York 
City. 
ALBERT D. ERICKSON 
Trans-Lux Corporation, New York City. 
RAYMOND E. MCCLANE 
Alton and Southern Railroad, East St. 
Louis, Illinois. 
CHARLES Z. MEYER 
The First National Bank of Chicago, 
Chicago. 
PAUL B. MurRPHY 
Central New York Power Corporation, 
Syracuse. 
CarRLos F. Noyes 
The Baldwin Locomotive Works, Phila- 
delphia. 
DuNpbAS PEACOCK 
Elliott Company, Jeannette, Pennsylvania. 
JOHN H. SCHMIDT 
General Time Instruments Corporation, 
New York City. 
GEORGE W. SCHWARZ 
Michigan Alkali Company, Wyandotte, 
Michigan. 
W. J. Scotr 
Santa Catalina Island Company, Avalon, 
Santa Catalina Island, California. 
LAURENCE A. SMITH 
General American Life Insurance Com- 
pany, St. Louis. 
ROBERT L. SUSSIECK 
Hotels Statler Company, Inc., New York 
City. 
EDMUND L. WoRFOLK 
International Projector Corporation, New 


York City. 


Rodney S. Durkee To Be Located 
on Pacific Coast 


Mr. Rodney S. Durkee, former president 
of The Controllers Institute of America, 
has resigned as controller of Socony-Vac- 
uum Oil Company, Inc., New York City, 
and on November 1 will take up new 
duties as executive vice-president and di- 
rector of Lane-Wells Company, with head- 
quarters in Los Angeles. 

Lane-Wells Company renders certain spe- 
cialized services to oil companies in con- 
nection with the drilling and maintenance 
of oil wells, and also manufactures and 
sells oil well specialty tools and equipment. 
Mr. Durkee has a sizable interest in the 
company. 

Mr. Durkee has severed all connection 
with the Socony-Vacuum Oil Company, 
Inc., after twenty-two years in the oil busi- 
ness. From 1916 to 1929 inclusive he was 
controller and later director and treasurer 
of General Petroleum Corporation of Cali- 
fornia. He came east in 1929 to become 
controller of Standard Oil Company of 
New York. In 1931 this company became 
the Socony-Vacuum Corporation and he 
continued as controller, also as vice-presi- 
dent and director of Standard Oil Company 
of New York in 1933-34. From 1934 until 
the present Mr. Durkee was controller of 
Socony-Vacuum Oil Company, Inc. 

He has been a member of the American 
Petroleum Institute Committee on Uniform 


Methods of Oil Accounting from 1925 to 
date. He was chairman of the committee 
from 1929 to 1932 inclusive. He is chair- 
man of the Advisory Accounting Commit- 
tee of New York World’s Fair 1939, Inc. 

Mr. Durkee was one of the first to 
become a member of The Controllers In- 
stitute of America when it was organized 
late in 1931. His application was No. 26 
on December 7, 1931. From the first, Mr. 
Durkee took an active interest in the 
affairs of The Institute. He was elected to 
the Board of Directors at the first annual 
meeting of The Institute in September, 
1932, for a term of three years, and upon 
expiration of that term, was re-elected for 
a term of three years. His second term ex- 
pired with the recent Seventh Annual 
Meeting of The Institute. He served as 
president of The Institute in 1935-36. 
Under his administration The Institute 
made great strides in its technical work 
and in its membership. It established sev- 
eral Controls in leading cities during his 
presidency. 

Mr. Durkee has missed few meetings 
held by The Institute, either national or 
local gatherings in New York City. His 
participation in discussions and his service 
as chairman of various meetings and com- 
mittees all assisted materially in advancing 
the interests not only of The Institute, but 
of individual controllers by helping to solve 
many of the problems which have been 
presented during the past five years, arising 
from new governmental regulatory enact- 
ments. 

Mr. Durkee will leave New York City 
on October 27. His many friends and 
business associates have been deluging him 
with farewell dinners, luncheons and other 
social festivities. He announces that he 
is to become The Institute’s pro-counsel on 
the Pacific Coast. 

The hundreds of controllers who have 
become acquainted with Mr. Durkee through 
The Institute, especially those in the east- 
ern part of the country, will miss him from 
the meetings of The Institute, but the 
Pacific Coast—both the Los Angeles and 
the San Francisco Controls—will be the 
gainers from his presence in that part of 
the country. Mr. Durkee announces fur- 
ther that he will make it a point to attend 
the annual meetings of The Institute and 
as many of its interim regional confer- 
ences as possible. 

Mr. Arthur T. Roberts, a member of The 
Controllers Institute of America, has been 
named controller of Socony-Vacuum Oil 
Company, Inc., to succeed Mr. Durkee. Mr. 
Roberts will carry those duties in addition 
to his former duties as treasurer. Mr. Dur- 
kee’s many friends wish him well in his 
new sphere of activity. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











INSTITUTE ACTIVITIES-COMMUNICATIONS 


MEETINGS OF CONTROLS 


Baltimore: 

Topic: “Current Business Conditions” 

The Baltimore Control held its first 
meeting of the season on September 21 at 
the Lord Baltimore Hotel. The evening 
was devoted principally to discussion of 
plans for enlargement of the membership 
and the development of a program for the 
coming year. The program also included 
an open discussion of current business 
conditions. 


Buffalo: 
Topic: “The Progress of the Buffalo 
Control” 


A meeting of the Buffalo Control on 
September 13 at Hotel Statler was given 
over to a review of the progress of the 
Control and a discussion of the plans and 
preparations being made for the ensuing 
season. Two questionnaires had been en- 
closed with the notice of the meeting— 
one on office policies and procedures, 
which was to be returned immediately 
in order that composite information might 
be prepared and submitted at the meet- 
ing; the other, the usual questionnaire on 
business conditions which was to be 
handed in at the meeting. 


Cleveland: 

Topic: “Business Prospects for 1939” 

The September meeting of the Cleve- 
land Control was held on Tuesday eve- 
ning, September 13, at Hotel Cleveland. 
The Board of Directors considered it 
advisable to have the dinner served in a 
private dining room where the meeting 
could be held without members being 
obliged to move, and where thirty min- 
utes could be allowed for the members 
and visitors to fraternize. 

Mr. Russell Weisman, nationally known 
economist and writer, was the speaker. He 
is known to all of the members through 
his column “An Economist’s Point of View” 
in the Cleveland Plain Dealer, and through 
his address to the members of the Control 
at the November meeting in 1937. His 
subject for this latest meeting was ‘‘Busi- 
ness Prospects for 1939.” 





To the Controller of an Inquiring, rather 
than a Satisfied Mind 


NICHECKS. 


INCORPORATED 
73 MURRAY ST. NEW YORK, N. Y. 


An Accounting Procedure, paid for by the 
erder for checks which make it effective 


Complete your A/P, Payroll or Dividend 
operations solely by typing your checks 
from rolls on a typewriter—usable for or- 
dinary purposes when not typing checks. 
La Monte Safety Paper Used. 











Detroit: 
Topic: “The Application of the Fed- 
eral Wage and Hour Law to Mich- 
igan Industry” 


The Detroit Control began the meetings 
for the 1938-1939 season at the Detroit 
Leland Hotel on September 14. Mr. Al- 
bert E. Meder addressed the members on 
“The Application of the Federal Wage 
and Hour Law to Michigan Industry.” 
Mr. Meder is general attorney for the 
Michigan Manufacturers Association. The 
members were glad to welcome Mr. 
Meder again as their speaker, since they 
remembered well his discussion on ‘‘The 
Connery Fair Labor Standards Bill” at 
the Control’s meeting on June 23, 1937. 
Questions on the Fair Labor Standards 
Act were submitted in writing and from 
the floor. 

Announcement has been made that Mr. 
Lawrence A. Appley, supervisor of educa- 
tion and training for the Socony-Vacuum 
Oil Company, Inc., will be the speaker on 
October 7 before the Control on “Building 
Proper Employee-Employer Relationship.”’ 


District of Columbia: 

Topic: “Are Your Employees In- 
formed about the Company’s Busi- 
ness?” 

In order to avoid conflict with the an- 
nual meeting of the Controllers Institute 
of America in New York, the District of 
Columbia Control held its monthly meet- 
ing at the Carlton Hotel on September 22. 
Mr. J. E. Heberle, vice-president and 
controller of Capital Transit Company, 
and secretary of the local Control, led an 
informal round-table discussion on “Are 
Your Employees Informed about the 
Company’s Business?” 

Arrangements are being made for two 
joint meetings with the Baltimore Control 
during the year, one to be held in Balti- 
more, the other in Washington, probably 
in November and March respectively. 


Los Angeles: 
Topic: “New Wage and Hour Law” 
The first monthly meeting of the Los 
Angeles Control under the newly elected 
officers was held on Thursday evening, 
September 15, in the English Room, Clark 
Hotel. The evening was devoted to an 
open discussion of the Wage and Hour 
Law which becomes effective on October 
24,,1938. A large number were in at- 
tendance. 


Milwaukee: 
Topic: “Tour of Allis Chalmers’ 
Plant and Office” 


At three o'clock on Tuesday after- 
noon, September 20, members of the Mil- 
waukee Control made a tour of the Allis 
Chalmers Manufacturing Company’s plant 
and office. This was an exceptional op- 
portunity to make a direct inspection of 
the world’s greatest factory of its kind. 
The trip was under the sponsorship of 
Mr. J. A. Keogh, controller of the com- 


pany, and first president of the Milwau- 
kee Control. Dinner was served at the 
company club. 


New England: 

Topic: “Internal Checks and Balances” 

The Program Committee of the New 
England Control has completed the pro- 
gram for the entire season of 1938-1939. 
An announcement of the speakers and 
subjects for each monthly meeting was 
enclosed in the notice to members of the 
September meeting, which was held in 
Boston at the University Club on Sep- 
tember 20. 

The subject of this first meeting, “In- 
ternal Checks and Balances” had been se- 
lected in response to a widespread inter- 
est indicated in the replies of members 
to the questionnaires mailed to them last 
spring. The guest speaker was Mr. Eu- 
gene G. Boutelle, C.P.A. He is a mem- 
ber of the American Institute of Account- 
ants and the Massachusetts Society of 
Certified Public Accountants, and. is par- 
ticularly well known for his activities and 
writings in the field of textile accounting. 
Mr. Boutelle discussed the history of the 
concept of checks and balances, examples 
of preventable defalcations, the human 
element in internal control, and the scope 
of internal auditing and the like. At the 
conclusion of his address the meeting was 
thrown open for questions and general 
discussion. 


New York: 

Topic: “The Seventh Annual Meeting” 

It gave the New York City Control a 
high degree of pleasure to be host to the 
members of The Controllers Institute of 
America at the Seventh Annual Meeting 
at the Waldorf-Astoria Hotel, New York 
City, on September 26 and 27. It was 
pleasant, indeed to greet those who at- 
tended the various sessions—more than 
five hundred men registered—and to mix 
with friends, old and new. 


Pittsburgh: 

Topic: “Cooperative Relations Be- 
tween Patent Counsel and Account- 
ants” 

Twenty-one members and three guests 
attended the monthly meeting of the Pitts- 
burgh Control on September 20 at the 
Shannopin Country Club. The President 
of the Control, Mr. E. R. Clarkson, Kauf- 
mann Department Stores, presided. Allen 
E. Bee, patent attorney for the Pitts- 
burgh Plate Glass Company, presented the 
subject “Cooperative Relations Between 
Patent Counsel and Accountants,” which 
was followed by a general discussion 
from the floor. Secretary John L. Glenn, 
controller of Pittsburgh Coal Company, 
reported that he had reserved a table for 
fourteen members of the Pittsburgh Con- 
trol for the dinner on September 27 at 
the Annual Meeting of The Controllers 
Institute of America. This number was 
swelled to twenty-three by the time of 
the meeting, in New York City. 
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Meetings of Controls 
(Continued) 


St. Louis Control: 
Topic: “Probems Under the Missouri 
Unemployment Act” 

A timely subject and a capable speaker 
assured the success of the regular monthly 
meeting of the St. Louis Control on Sep- 
tember 27, at the Missouri Athletic Asso- 
ciation. Dr. Ralph F. Compton, director 
of research, Associated Industries, ad- 
dressed the Control on “Problems Under 
the Missouri Unemployment Act.” The 
meeting was open to guests. At a meet- 
ing of the officers and directors of the 
Control which was held on September 15, 
the following committee appointments 
were made: 

Program: Chairman, Mr. John F. Culver, 
Mr. F. Eakin, Mr. G. Ober, Mr. L. G. 
Rowe. 

Membership: Chairman, Mr. E. J. Speigel, 
Mr. H. F. Harrington, Mr. O. W. Noll, Mr. 
L. C. Odell. 


Syracuse: 
Topic: “The New Wages and Hours 
Law” 


The Syracuse Control held its first reg- 
ular meeting of the new year at the Uni- 
versity Club, Syracuse, on September 19. 
The Program Committee arranged for a 
discussion of the New Wages and Hours 
Law with respect particularly to the effect 
of its application. At this meeting two 
new members and one member-elect were 
given a cordial welcome. 


Twin Cities: 

Topic: “Business Conditions for the 
Year in the Ninth Federal Reserve 
District” 

The Twin Cities Control held its first 
meeting under the new officers and direc- 
tors on Tuesday, September 6, at the 
Minneapolis Athletic Club. The speaker 
of the evening was Mr. H. C. Timberlake, 
chief statistician at the Federal Reserve 
Bank of the Ninth District. This district 
includes Montana, North and South Da- 
kota, Minnesota, twenty-six most north- 
westerly counties of Wisconsin, and the 
upper peninsula of Michigan. 

Mr. Timberlake discussed business con- 
ditions this year in the district, with par- 
ticular reference to farm incomes, and 
compared them with previous years. He 
explained how his information was se- 
cured, then assembled, and _ published. 
The members showed deep interest in 
what he had to say and asked many ques- 
tions at the close of the address. 

Mr. H. P. Buetow, of Minnesota Min- 
ing and Manufacturing Company, was ap- 
pointed by President H. G. Peterson to 
be the chairman of a committee to make 
recommendations to the Control on the 
revision and simplification of reports on 
unemployment insurance. These recom- 


mendations are to be discussed by the 
members with a view of taking the mat- 
ter up with the Industrial Commission 
of Minnesota. 








INSTITUTE ACTIVITIES 


EMPLOYMENT 


Controller—Treasurer 


A former controller of two large na- 
tional companies believes he can go into 
almost any business, conduct a survey and 
make changes quickly for improvements 
of operations and increased profit. He has 
had eighteen years of experience in pub- 
lic accounting and private corporation ad- 
ministration in wholesale, chain store, and 
manufacturing organizations. He is well 
experienced in cost and general account- 
ing, systems installations, budgets, taxes, 
insurance, finance, and legal work. Age is 
41 years, married, Protestant, certified pub- 
lic accountant, and attorney at law. Prefers 
middle west but will consider any location. 
Address “The Controller,’ No. 254. 


Young Executive Available 


Age 30, married, CP A of Ohio, uni- 
versity graduate, B.C.S. degree. Experi- 
enced in many phases of accounting, 
finance and corporate organization. He has 
been twelve years preparing himself to 
better serve YOU. Practical training as 
general ledger bookkeeper, cost account- 
ant, chief accountant, credit manager, as- 
sistant controller, and controller. Now 
employed as a senior public accountant 
with a national firm. He is ready to con- 
sider a new connection. Replies will be 
treated in confidence. Address No. 270, 
“The Controller.” 


Controller—Executive Accountant 

Immediately available—a public account- 
ant and executive accountant, 39, is avail- 
able as a controller or executive accountant. 
He was associated for more than twelve 
years with leading firms of certified public 
accountants, and later was an executive 
accountant in two manufacturing concerns. 
Can furnish excellent references. Address 
No. 272, “The Controller.” 


Financial Executive Available 

Available, financial executive for posi- 
tion as controller or treasurer. Experi- 
enced, with viewpoint of both public and 
private practitioner, as, certified public 
accountant of New York, and former con- 
troller of nationally known manufacturing 
and selling company; including Investiga- 
tions, Systems, Standardization, Costs, 
General Accounting, Taxes, Insurance, 
Inventories, Payrolls, Budgets, Mergers 
and Consolidations, Subsidiary Companies, 
Affiliated Companies, General Executive 
Duties, and the like. Now employed. Ad- 
dress No. 274, ‘The Controller.’ 


Controller—Treasurer 


An Assistant to a busy ‘Economic Royal- 
ist,’ qualified by ability and experience to 
accept management authority and respon- 
sibility. Experienced in economical and 
efficient management of administrative office 
of more than 100 employees; in sales, finan- 
cial and expense budget work; in handling 
federal, state and municipal income, fran- 
chise, sales and personal property taxes; 
insurance; credits, and the like. Installed 
accounting and ‘“‘standard cost’ procedure 








in corporation doing over $5,000,000 an- 


nual sales. Protestant, 40 years old. Young 
and flexible enough to adapt himself to es- 
tablished policies of a company; old enough 
to use tactful mature judgment in the execu- 
tion of those policies. With present corpora- 
tion more than ten years, and willing to 
locate anywhere in United States. A con- 
scientious, loyal, tactful executive available 
for a salary you can name for the first six 
month period; at the end of which you 
alone to be the judge of his worth to your 
company. Here, truly is the opportunity of 
a good investment for the next quarter-of-a- 
century in one who can be depended upon to 
maintain a high standard of ethics and ad- 
ministration. Address No. 275, “The Con- 
troller.” 





PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today: 


Rectigraph Division of 


THE HALOID COMPANY 


701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 






Lone DisTANCcE introduces the 
man with the question to the man 
with the answer. 

Controllers everywhere have 
come to rely on Long Distance 
calls to get up-to-the-minute fig- 
ures and facts . . . to co-ordinate 
operations . . . to collect infor- 
mation for reports . . . to transmit 
instructions . . . and to insure 
quick action all along the line. 

Long Distance . . . fast, clear, 
direct, flexible ... can’t claim to 
find the proverbial needle in the 
haystack. But it does often help 
bring in valuable data from far- 
flung points and collect news of 
trends and important develop- 
ments. And with today’s low 
rates—it’s the economical way. 








and QUICK ACTION too!’ 











* Illustrated: Sundstrand Account- 
ing Machine. one of three 
distinct types made by Underwood 


Elliott Fisher 


_..THAT’s FIT TO Do YOUR jos 


When you select an accounting ma- 
chine for your business, come to 
Accounting Machine Headquarters 
...to Underwood Elliott Fisher... 
and be sure to get the machine that 
fits your particular problem. 
Underwood Elliott Fisher makes 
three complete lines of accounting 
machines... three distinct types of 
machines with a wide variety of 
models in each. When Underwood 
Elliott Fisher recommends a ma- 
chine, you may be certain that it 
was designed to do your job. 
Accountants will tell you that Un- 





derwood Elliott Fisher not only has 

just the machine for your problem 

but the organization to help you 

use it. Nationally known organiza- 

tions that have used these machines 

for a full quarter of a century are 

ordering regularly year after year. 

They know, too, that next to the ma- 

chine itself nothing is more import- 

ant than the organization back of it. 
Whether you 

need account- 

ing machine 

equipment now 

or not, it will 


UNDERWOOD 


ELLIOTT FISHER 


ACCOUNTING MACHINES 


UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD'S BUSINESS City. 


Address. 


pay you to know just what Under- 
wood Elliott Fisher Machines can 
do for you. Telephone our nearest 
Branch or mail the coupon for a 
complete demonstration. Every 
Underwood Elliott Fisher Machine 
is backed by nation-wide, company- 
owned service facilities. 





UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines...Typewriters 
--. Adding Machines, Carbon Paper, 
Ribbons and other Supplies 
One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 
os i i ee RT SS AN RI 
Accounting Machine Division 
Underwood Elliott Fisher Co. 
One Park Avenue, New York, N. Y. 

Please have your representative 
get in touch with mez in connection with 
ad ion of your ing ma- 
chines...without obligation to me, of course. 


4 5 Machi Divi: 
& 





Your Name 





Name of Busi 
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Important Facts 
behind \NTERNATIONAL BUSINESS MACHINES 


A continuous program of research, engineering 
and development lies behind the performance and 
high reputation of International Business Machines 
and methods. The International policy calls for 
invention, expert designing, testing and experi- 
mentation. It includes diligent research into the 
ways and means of improving the machines and 
methods of business management. 


The building shown above is one of the best 
equipped industrial laboratories in the world. In 
this building, International engineers and skilled 
technicians are constantly striving to improve 
today’s machines and laying plans to meet the 
business needs of tomorrow. 


This alert engineering policy assures the cus- 
tomers of this company of improved machine 
methods and highest machine performance. These 
qualities in turn make for maximum efficiency in 
business administration. 


International Business Machines Engineering 
aod Research Laboratory; Endicott, New York 


Engineers recording performance of International Electric 
Bookkeeping and Accounting Machine. 


INTERNATIONAL 
ets 
SUCHINE 


Business Machines Corporation 


World Headquarters Building, 590 MADISON AVENUE, NEW YORK, N.Y. 
Branch Offices \N PRINCIPAL CITIES OF THE WORLD 














